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PREFACE' 

The Working Group on Industry Coding was initiated by the 
Administrative Records Subcommittee of the Federal Committee on 
statistical Methodology to review the various existing 'industry 
coding systems-and study their relationships, comparability and 
accuracy. The-report presents information on the principles and 
procedures used to classify and code business establishments by ' 
industry within the framework of the Standard Industrial . 
Classification (SIC) system. _ I ' 

, This report is ,intended primarily for Federal agencies that are 
responsible for industry coding. However, users bf data 
classified by industry should also>find it valuable to know more 
about the coding procedures and practices that affect the quality 
of the data. 9 

The findings and re&mmendations of this report emphasize, the 
need for increased interagency cooperation to'improve the quality 
and comparability of industry codes 'and reduce the cost and 
respondent burden of multi-agency -coding ,efforts. 
interagency 

A permanent 
committee is recommended as the mechanism, for, 

coordinating improvements in industry'coding systems. , 

Implementation of the recommendations in this report will be 
explored by the-Statistical ,Policy Office. The report does not 
necessarily reflect the views of the Office of Management and . Budget. 

Y The Working Group was chaired by Carl A. Ronschnik, Bureau of the 
Census, Department of Commerce; the Administrative Records 
Subcommittee is' chaired by Fritz Scheuren, 
Service. 

Internal Revenue 
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FINDINGSJND RECOMMENDATIONS 

I’ 

A.. Introduction 

This section presents the findings and recotimendations of the 
Industry Coding Working Group. The recommendations are based on . . 
two goals: 

1. j TO improve the quality'and comparability 
of industry codes for all of the data 
systems reviewed by, the' Working Group; \ 
and 

2. TO reduce the overall cost and respondent 
burden associated with initial indlistry 
coding and updating of codes for these 
systems. a 

Meeting these objectives requires increased interagency 
cooperation in the areas of standardization and code sharing (the 
transfer of industry codes for individual establishments or other 
economic units from one data system to another). With respect to, ' 
these two areas, the Working Group found that: 

Significant improvements in quality and com- 
parability of industry coding can be achieved 
bY increased standardization of coding 

_ 

principles and procedures; however, a 
substantial increase in code sharing between 
agencies is needed to achieve the best' 
results. 

Be Code Sharinq 

Chapter III of this-report describes tGe differences- found by 
.the Industry Coding Working Group in coding procedures, source 
documents, procedures for updating codes, and other features of 
the systems reviewed. Ttese differences,, which result in part 
'from cost and respondent burden limitations, cause differences in 
the industry codes assigned to individual units. This applies 
both to statistical data systems and to systems developed 
primarily for administrative purposes; Chapter' IV presents 
quantitative evidence, from several studies, of differences 
resulting from system variations. 

At present there tire few transfers of' industry,codes between 
agencies. The primary transfers are from the Social Security 
Administration (SSA) and the Internal Revenue Service (IRS) to 
the Census Bureau for use in the latter's economic statistics' 
programs. (See Table 3 on page 51 for deta'ils.) The Working 
Group recommends that: 
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Agencies whose systems have been reviewed 
should expand industry code sharing to improve 
the quality of codes and to reduce code 
differences ktween systems. ' 

Increased code sharing between,agencies should lead to morE 
comparable and accurate industry codes 
Federal/State cooperative data systems. 

in major Federal and 
Initially, there would 

be a significant cost to develop a system to match units in 
different agency files and to deal with those,cases in which the 
industry codes or the units fail t0 match. However, once these 
processing systems were established, ,considerable.savings could 
be realized by cutting back on independent data collection 
activities for assigning and updating industry codes. 
various agencies 

Currently 
collect similar information -from the same 

respondents for use in determining industry codes. Thus the 
beneficial impact of code sharing between agencies on both 
respondent burden and cost should be extensive. 

To implement the recommendation for code sharing fully will 
require changes in the confidentiality laws currently governing 
the Federal: statistical community. Except for a few specific 
cases, agencies may not, under current law. disclose individually 
identifiable'microdata outside their own agency. 

C. Standardization of Industry Coding Principles 

The Working Group found that the agency 
reviewed all based their classification systems 
version of the SIC Manual, but that each of the 
from it in some respects. . The nature of these 

coding systems 
on the current 
systems deparks 
departures from 

the SIC Manual is described in Chapter III of this report. 

It is not. clear that all systems would be 'in a position to 
follow the principles of the SIC exactly in every respect. 
Administrative requirements and resource limitations may, some- 
times preclude this. Nevertheless, 
that greater adherence to these 

the Working Group believes 
principles is feasible in most 

cases, and recommends that: 

. 

All Federal and State agencies cooperating in 
Federal Statistical programs that classify 
economic units (establishments or reporting 
units) by industrial activity should, to the I ; 
greatest extent possible; follow the classifi- 
cation principles contained * the 
Standard Industrial ClassifiEtion 

1972 

Manual as amended by.the 1977 Supplement. 
(SIC) 

. 
Agencies using the, SIC Manual as the basis for assigning 

industry codes to establishments or reporting units should adhere 
to the following recommendations on classification 
principles. 

specific 
The specific recommendations do not necessarily 

apply for classifying enterprises or similar units. \ 
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1. The basic business unit should 'be the 
establishment as defined in the 
SIC Manual. 

The establishment is normally an economic unit at a 
single physical location and engaged in one, or predominantly 
one., type of economic activity. Special rules apply where two or 
more distinct and separate activities are carried on at a common 
physical location._ 

The SIC Manual is intended for assigning codes to 
establishments. However, some agencies assign codes to similar 
but somewhat differently defined units-- reporting units. As a 
long range goal, these agencies should attempt to redefine their \ 
reporting units so that they are consistent w'ith the ' 
establishment definition. 

2. To the .extent possible, all units should 
be classified by 4-digit SIC industry, 

- using all of .the industries included in \ 
the current SIC Manual. 

Most of the systems reviewed come close to following the 
SIC structure in the Manual, but use groupings of SIC industries 
in a few instances. Some aggregation occurs to avoid disclosure 
of individual establishment data. Some occurs because experience 
in some agencies shows that for, certain industries adequate 
reporting records are not available on an industry-wide basis. 
Since different agencies aggregate for different reasons, varying 
groupings of industries 'result. Comparability of data by 
industry would be improved if8 participating agencies used all of 
the 4-digit SIC codes or could agree on and use a standard set of 
codes for grouped industries. 

This recommendation is not intended to preclude the use 
of additional classifiers for the same units. However, 
classifiers such as those used for administrative or tax purposes 
should be clearly distinguished from codqs based on the SIC. The 
assignment of SIC,'s should not be altered or controlled in any 
way by the assignment of such additional codes. Some agencies, 
primarily the Census Bureau, assign industry codes in greater 
detail than provided by 4-digit SIC codes. This practice is 
acceptable as long as the detailed classifications are defined 
within 4-di,git industries. ,~ 

I . ‘ 
3. When ,an establishment or reporting unit ' 

I has multiple activities, the SIEo cod: 
should be determined according 
principles outlined in the SIC Manual. 

This recommendation'implies, among other things, that 
the treatment of multiple activities be based on the variables 
recommended in the SIC Manual to measure the relative importance 
of each activity and that 4-digit SIC codes be assigned to each 
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activity of the establishment. Also it is necessary to assign a 
percent of total value for each activity for which a 4-digit STC 
was determined and then group activities with the same 4-digit 
SIC's and sum the percent values. The establishment's classifi- 
cation would then be the 4-digit SIC with the greatest percent of 
total activity. I 

4. Information that identifies Central 
Administrative Offices {CA0 8) and * 
auxiliary units must be collected and 
reviewed to ensure accurate determination I 
of 4-digit industry codes. All systems . . 
should incorporate this information. 

As stated in the SIC Manual, a CA0 is an establishment 
primarily engaged in management 'and general administrative 
functions performed centrally for other establishments of the 
same company.- An auxiliary unit is an establishment primarily' 
engaged in performing supporting 'services for other establish- 
ments of the same company rather than for the general public, or 
for ,other business firms. Roth CAO's and auxiliary units should . 
be ,classified according to the primary 4-digit industry activity 
of the operating establishment(s) they serve. 

Additional classification codes describing the type of 
function performed also should be standardized. The Working ' 
Group recommends that agencies responsible 'for industry coding 
adopt a uniform set of auxiliary codes for the classification of 
CA0 or auxiliary activities for use in their systems. The codes 
would delineate activitiek such as central administration: 
research and development; warehousing; data ,processing;‘ and 
repair shops., 

, 

5. Agencies should work together to arrive 
at consistent solutions to two problems 
generally encounteredk sin classifying 
,government operations-- determining 
ownership and distinguishing -between . 
operating and administrative operations. 

Many activities are quasi-government and the distinc- 
tions 'between government and private industry are often unclear. 
Most agencies have guidelines for determining ownership that 
follow the SIC Manual concept of ,*'owned and operated". However, 
very little coordination and sharing of the interpretation of the 
rules have occurred. Developing a system for sharing and 
comparing conoepts would foster consistency among agencies. 

The Public Administration division of the SIC Manual 
includes ":.-the legislative, judicial, administrative and 
regulatory activities of Federal, State, local and international 
governments." However, the government 'owned and operated 
establishments 'outside of public administration properly .should 
be classified according to the activities in which ,they are 

i 
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engaged. Coordination and cooperation among agencies should 
enhance systematic identiEication and reporting according to 
these standards. 

D. Standardization of Coding Procedures 

This section ~presents recommendations to improve and stand- 
ardize coding procedures used by the systems to implement 
industry coding principles. Coding procedures considered most 
important are those that relate to the use of source documents, 
quality assurance,' training for coders, and resistance 
principles. , , . 

Chapter III of this report describes source documents used by 
each of the systems, reviewed. These source documents vary both. 
in the level of detail requested and the format and ,wording of 
the i terns included.' This variability has clearly contributed to 
differences between the systems. Chapter VI contains examples of 
source documents. 

Although it was beyond the scope of this Working Group to 
develop specific questionnaires or standards for questionnaires, 
the Working Group recommends that: 

1. Agenctes that do industry coding should _ 
work together to increase the uniformity . 
of product; activity and related ques- 
tions used'in,their source documents. 

'The Working Group believes that accurate 4-digit indus-' 
- try coding requires questions specificall tailored to SIC 
, division level and *for some intermedia,te“groupings of 4-digit 

industries. Since some agencies may not "have the need or 
resources to use forms designed for specific industry groups, the 
Working Group suggests the development of two kinds of model 
source documents: a -set for specific industry groups and an 
abridged general purpose version. Separate versions for initial ’ 
coding and updating are also suggested. 

The development of standardized source documents should 
be based on thorough research. The Working Group's recommenda- 
tions for research on source documents are given-in section F,of 
this chapter. 

* 
This report prov,ides some information ,on Quality 

Assurance-in Chapter III. However, most of the agencies reviewed 
4 . had ,limited information on specific quality assurance measures 

used for their systems. The systems >reviewed'show considerable 
variation in the scope and intensity of < procedures for 
maintaining and improving the ‘accuracy of industry codes. The 
Working Group recommends that: 

2. ’ Each agency should review the'procedures . 
it uses to assure the quality of industry 
coding and should try to upgrade ,them 
where needed. 

- 



Because techhology (both in industries upon which codes 
are based and in the processing and procedures used by 'agencies 
when assigning -codes) is changing rapidly, the Working Group 
suggests<that one or more interagency workshops be organized to 
discuss new developments in industry coding and to' promote the 
exchange oE information on coding procedu,res. Workshops should 
cover computerized coding (coding based on verbal descriptions or c 
on quantitative product and service (data)', computer-assisted 
coding from activity descriptions, and computer consistency 
checks. Methods of reducing agency cost and respondent burden . 
also should be examined. .' 

The Working Group found that agencies doing industry 
coding Aid not have formal training programs for coders in some 
of their systems. SSA- provides extensive formal training for new 
coders in their single-unit employer identification (EI) file 
system. This is followed up by on-the-job training an‘d close 
quality review. The Census Bureau. provides training for' large 
groups of coding technicians during the'ecoriomic censuses, and 
the Bureau of Labor Statistics (BLS) provides an ongoing training 
program for all State coding technicians. However, for some 
systems more on-the-job training and less of a formal program is 
used. The Working Group recommends that: 

3. Agencies should 
courses based 
principles and 
coders. 

Such courses should 

provide periodic training 
recommended coding 

pF&edures for their SIC 

include solutions, preferably those - _ agreed upon by an interagency group, 
from 

to coding problems arising 
the development .of new industries and ,from changes in , 

existing industries. 

Resistance principles generally take prior 
codes and related data into account in determining 

industry 
a current 

code. The purpose of using them is to avoid erratic shifts back 
and forth from one industry to another and, 

'systems, to help 
in sample-based 

control sampling. variability. Lack of 
uniformity in the use of resistance principles has been one of 
many causes of industry classification differences between 
systems. 

The Working Group found that resistance principles, d 
while frequently employed in 'the systems reviewed, were poorly 
documented and inconsistent among agencies. Therefore, the 
Working Group recommends that: 

4. Agencies that apply resistance principles 
in updating industry ' classifications 
should collaborate to develop uniform ' 
guidelines for application of these 
principles. The rules used for resist- 
ance coding should be documented and made 
readily available. 
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E. Documentation 

A major accomplishment of the Working Group has been the 
collection of detailed documentations on the characteristics of 
industry coding systems and source documents used, for SIC coding. 
System descriptions developed by members of the Working Group 
with the help of other agknCy personnel include information 
about: the basic coding unit, the industry classification 
principles followed, the source document used, the', coding 
procedures, the volume and timing of coding, the quality measures 
associated with the coding, the general characteristics of the 
file in which the codes reside, the timing and methods for 
updating codes, planned changes to the coding system, and the 
uses and users of the industry codes. (A collection of these 

' systems descriptions is available as a supplement to this report 
(Internal Revenue Service, lg84).) 

This information serves as an essential tool for understand- 
ing the jcontent of each system and the data produced from it. 
Therefore, the Working Group recommends that: 

I 1. Complete documentation for coding systems , 
included in this study should be updated 
at least every five years. Additionally, 
mtijor changes occurring in any agency 
system should be documented and the 
information updated promptly. 

2. - M-l-u;d~ing principles used by an agency 
be fully, documented. Any 

principle which is either in addition to 
\ or contrary to those currently in the 

SIC Manual'should be clearly described in 
agency publications that provide data by 
industry. r 

i . 
3. Coding rules embedded in programs' for 

: computerized coding systems should be 
. fully documented in a form that makes 
' them accessible to data users, y 

4. Results of quality control checks and 
evaluation studies of manual and 
computerized coding operations should be 
systematically documented and made 
available to users. 

__ 

The Working Group believes that agencies should adhere to 
certain standards for internal documentation. For example, 
cumulative files that contain-industry codes should,*show the date 
of the most recent review and update for, each unit and, where 
relevant, the source. In some cases it may be desirable to show 
more ,than one source code to avoid unnecessary restrictions on 
access. An agency may have data of its own and from other 
agencies, with differing restrictions on access. All ' data 
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sources should be identified to avoid unnecessary restrictions on 
release of codes to other agencies for statistical purposes. 

I?. Hatching Studies and Other Research 

Chapter TV documents several matching studies. Generally, _ 
the Eindings of such studied have led to improved methodology 
within the matched systems, greater awareness of the need for ' 
interagency cooperation, and a better understanding of the impact 
of differences in economic data used for policy determinations. . , 
In addition, matching studies Lqrovide information on the 
feasibility of code sharing and supporting evidence for the 
importance of code sharing. Most major matching studies were 
conducted more than 10 years ago. The Working Group recommends 
that:' 

_) 

1. Interagency microdata matchin'g studies be 
conducted as a way of investigating 'the 
feasibility of code sharing and of 
quantifying differences between the 
systems. 

Matching studies should comp'are industry codes, along 
with selected data items such as employment, geographic location, 
and payroll, for units which match between agency files. The 
Working Group suggests that the studies first establish a sound 
matching process in areas with a high degree of agreement and , 
comparability. Using matching 
successful, 

processes identified as 
a study should then focus on areas where classifica- 

tion is known to be especially difficult, such as wholesale and 
retail trade. 
specific 

Once differences are quantified, the agency- 
procedures that cause the differences should be 

identified and improved. 

A current interagency group, the Employer Reporting Unit 
Natch Study (ERUMS) .Working Groupi has done initial planning,for 
a micro-record matching study to compare the statistical 
characteristics of the Social Security, BLS, and IRS systems. 
The ERUMS Working Group will examine the effects of the 
variations between agencies in defining the reporting unit. 
Currently, expectations are that a sample covering 400 employer 
identification (EI) numbers from one state will'be selected from 
Unemployment Insurance (UI) records. ADP and manual matching 
techniques will be used to match these units with those in SSA ,. 
and IRS for the same EI's., A natural by-product of the study 
will be a comparison of the industry codes for matched units. 
The ERUMS Working Group expecb to gain useful information about 
the kinds of problems that must be solved to match records from *' 
different economic data systems. 

While documenting facets of the various industry.coding 
systems, the Working Group made no attempt to judge the relative 
merits of any specific form, procedure, unit identification or 
updating method. All of the source documents and procedures,used 
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by these cooperating' agencies lend themselves to research studies 
aimed at identifying benefits and limitations. Ch>apters 111 and ' 
IV of this paper discuss .in some detail specific forms, 
procedures, levels of industry coding, frequency of updating 
information used to obtain codes, and other details of each 
system. Based upon the review of these source documents, the 
Working Group recommends that: 

2. Research studies and tests be conducted 
. with a view toward establishing the most 

effective source documents for SIC coding 
as standards. 

,?- Tests and ,research be Wnducted on cur- 
rent and new methods &nd procedures for 
industry coding - 

Tests and studies with varying se is of questions 
designed to elicit the nature of business activity should be 
cooperative ventures among agencies. Results of tests should be 
used to establish the most effective version as a standard. 
Since not.all agencies can collect detailed information for use . industrial classification, the goal should be to develop 
i:andard questionnaires with at least two levels of detail. 

A research project, testing the verification method of 
SIC updating has been initiated by BLS (Hostetter, 1983). This 
method utilizes a form containing a description of the four-digit 
SIC industry in which a particular employer was most recently 
classified. The form requests the \employer to verify the 
industry description as an accurate indicator of his primary 
economic activity. If correct, the employer simply checks the 
appropriate box, answers some other ,questions on ownership, 
auxiliary status and multi-establishment status and returns the 
,form. This reduces both respondent burden and staff time, since 
forms checked as correct need not be reviewed to assign an 
industry code. If the industry description does not correctly 
describe the economic activity, the employer' then is asked to 
provide a detailed product and activity statement so that the 
correct classification can be determined. Currently, BLS has 
contracted with five State employment kecuritp agencies to 
conduct independent but identical quality measurement surveys 
testing the validity of the verification method of refiling. 

The Census Bureau has introduced computer-assisted' 
coding and is ,currently researching and refining 'the process. 
Although computer-assisted coding and updating codes by verifica- 
tion both have potential for enhancing SIC coding, the Working 
Group does not endorse wide use of either method until testing 
and results substantiate their effectiveness. 

Additional cooperation among agencies on methodological 
research would allow progress toward standardization' of all 
facets of industry coding. Even where standardization is not 
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possible, such research could produce detailed documentation of 
differences in data stemming from specific methods or procedures. 
This should prove useful to users <who combine or compare data 
from different sources. 

G. Interagency cooperation 

Increased interagency cooperation is essential for signifi- ' 
cant progress toward the goals stated at the beginning of this 
section: improvements in the quality, comparability and effi- l 

ciency of industry coding systems. 

The OMB, Statistical Policy Office's Technical Committee on 
Industrial Classification 'is devoting most of its attention to, 
planning for the SIC revision scheduled for 1987, with somewhat 
less attention to the other important aspects of industry 
classification and coding. The Working Group recommends that: i 

The activities relating to industrial classi- 
fication and coding listed below' should be 
undertaken either by the OMB Technical 
Committee on Industrial Classification or by 
another permanent interagency committee 
established for this purpose: 

1, Regular meetings to discuss and resolve \ coding problems caused by the development 
of new industries and changes in the : 
structure of existing industries. 
Interim solutions, pending revision of 
the SIC, should be agreed on and adopted 
by all of the.participating agencies. 

2. Promotion, support and coordination of 
other relevant activities along the lines, 
recommended elsewhere in this\chapter. 

Some examples of how this continuing committee might operate 
include: periodic updating of the industry coding system 
descriptions prepared by the Industry Coding Working Group; con- 
ducting interagency workshops for' sharing information about new 
coding methods and procedures and about materials and methods 
used to train coders; promoting greater uniformity in source 
documents used for SIC coding; coordinating and facilitating L 
interagency matching studies; developing standards for, partial 
coding and for grouping I-digit industries; and developing 
standards for resistance coding. 

In addition to leadership from the Statistical Policy Office 
of OMB and any interagency groups established for these purposes, 
progress on these recommendations will require full cooperation 
from agencies that produce and use data classified by industry, 
as well as those that control administrative record sources.from 
which industry codes are developed. 
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CHAPTER11 

DESCRIPTI: OF THE INDUSTRY CODING WORRING GROUP PROJECT 

A. Introduction 

'Under the auspices of the Administrative Records Subcommittee 
of the Federal Committee on Statistical Methodology, the Industry 
Coding ~Working Group reviewed industry coding systems u'sed by 
Federal agencies to classify establishments and other -economic 
units for statistical purposes. ' The objective of this inter- 
agency working group was to review and document the existing. 
industry coding sys terns with"a view toward ultimately improving 
the comparability. and quality of data ~classified by industry. 
This report describes the activity of the Working, Group and 
presents'some findings and recommendations. i 

By industry. coding systems here we mean the methods and 
procedures, for assigning industry codes, rather than the 
technical aspects of constructing a classification framework and 
numbering scheme within which economic units will be assigned 

,industry codes. Moreover, the term "industry code" is used in a 
generic sense; it refers to the codes -actually used in each 
system, which are not fi always equivalent to the four-digit 
industry codes in the Standard Industrial Classification (Office 
of Management and audget, 1972). The coding systems reviewed 

'generally conform to the SIC, but all are at variance with it to 
some degree. 

The Working Group's effort wasresponsive to twoXrecommenda- ' : 
tions made by a predecessor ,group, the Subcommittee on 
Statistical Uses of Administrative Records, which also worked 
under the auspices of the Federal Committee on Statistical 
Methodology. In its final report (Office of Federal Statistical 

. Policy and Standards, 1980), that Subcommittee recommended that: 

The quality of administrative records to be 
used for statistical purposes should be 
evaluated systematically to determine the 
appropriateness of, the records for the, 
proposed use. 

Consistent procedures should be used in. 
administrative and statistical data collectiori ' 
efforts ' for 

' identifying 
defining reporting units, 1 

and coding 'reporting unit 
characteristics, and developing standards -for 
data tabulation. 

These recommendations apply with particular force to industry 
classification and coding, where the information sources are many 
and of varying quality. 
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In order to get some idea of the magnitude of the industry 
code assignment by the Federal government, consider the 
following. Annually, the Internal Revenue Service (I&) assigns 

, industry codes to nearly 16 million business units as part,of its 
revenue processing of the tax returns. Additionally, more than 
200,000 units are coded for, the IRS Statistics of Income Program. 
Similarly, the Social Security Administration (SSA) assigns 
industry codes to over 900,000 new business units each year, with 
most of these (an estimated 875,000) coded in the Single-unit> 
Employer Identification (EI) File coding Operation. 

As part of the Employment Security Program, the Bureau of 
Labor Statistics (BLS) maintains an industry-coded file of about 
4.8 million units. Each year about 500,000 new units are coded, 
and codes are reviewed annually and updated, where appropriate, 
for about one-third of the existing units. 

At the Census Bureau, 
zation Surv'ey, 

a&part of the annual Company Organi- . 
over 900,000 establishments of multi-unit firms 

have their codes reviewed, and changed if appropriate, while \ 
about 75,000 new multi-unit establishments are industry coded. 
In addition to this, about 50,000 new business births are coded 
each year. For the quinquennial economic censuses, the Bureau 
mails census forms covering about half of the total universe of 
6.7 million establishments in scope to the censuses. Responses 
to items included on the census forms are used to assign current / industry codes to these establishments. Also, as part of the. 
censuses, another 200,000 or so unclassified establishments are 
coded via a classification form mailing. 9 . I 

, The figures just cited account for a substantial percentage 
of the volume of industry coding done by, or under the auspices 
of, the Federal government. However, this 'is not the whole 
picture, as can be seen from Table 1 on page 23, where coding 
volume figures (from columns (9), (lo), 
with other data. 

and (11)) are given along 

No attempt has been made in this w‘ork to quantify< the 
substantial costs associated with industry code assignment. This 
would indeed be difficult, since the industry coding isa 
necessary (and in many instances a relatively small) component of 
the overall administrative or statistical work which is being . 
done concurrently. , . 

Inconsistent industry classification of identical or over- 
lapping populations of economic units by different agencies has 
led to problems of comparability for analysts and other users who 
try to compare and combine data from different agency sources. 
One example of this is in the area of productivity measurement. 
A recent reportson this subject (National Research Council, ‘1979) 
said that "A major problem with the comparability of the basic 
data has been that different agencies assign the same establish- 
ments to different industry classifications, as a consequence, 
aggregated data at the industry level are not 'in fact comparable 
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from agency to agency“ (P.' 178). Sl;m,lb'a~a~~~~a~m~n~~~~r ,A; 
connection with the preparation of _ 
product accounts, in manpower studies, in the development of a , 
data base for small businesses, and in other uses of economic 
statistics. 

Several review groups have examined these problems (for 
example, the Central Statistical Board, 1939; th'e Hoover 
Commission, -1949; the president's Commission on ,Federal 
Statistics, 1971; the National Research Council, 1979; and the 
General Accounting Office, 1979). Without exception, they have 
recommended creation of a 'central listing Of establishments and 
other economic units, classified by industry, which would be 
available' to Federal and possibly State agencies for statistical _ 
purposes. The Census Sureau's Standard Statistical Establishment 
List (SSEL) 
statutory 

was in fact develoyhz for this pu;Fse, but existing 
restrictions on release Census Bureau 

information have so far made it impossible for other agencies to., 
use the SSEL,' except in a very limited sense. 

At the technical level, several studies of relationships , 
between reporting unit definitions and industry coding practices 
in different agency systems were undertaken by interagency 
working groups, under the general direction of the Office of 
Statistical Standards of the Bureau of the Budget, in the early 
1950's. Several of these studies, which were begun in an attempt 
to account for observed discrepancies between manufacturing 
employment totals from the 1947 Census of Manufactures and the 
BLS's Current Employment Statistics, involved matching individual 5 
reports for selected companies and establishments. These studies 
identified numerous problems that often impaired uniform 
reporting, many of' which were solved by the working groups ‘or 
referred to the Office of,Statistical Standards' SIC Technical 
Committee for action., 'The work during this period showed-that 
significant 
carefully 

progress toward comparability could result fiz 
conducted studies of the coding principles 

procedures used by different agencies and their application to ' 
particular units (Bureau of the Budget, 1961). 

Since that time, however, there does not seem to have been 
any comprehensive and detailed technical review of the existing 
industry coding systems: their coverage, the classification 
principles followed, the coding procedures, and the uses of the 
industry codes assigned and of aggregate‘data classified by these 
codes. .* . 

The findings from -the present review, the Working Group , 
believes, will suggest changes in individual systems that.can 
lead to' significant improvements in quality and to greater 
comparability between systems. Also, these findings suggest 
advantages from new code sharing arrangements where these are 
permitted by law. Some gains can be realized even if there are 
no new exchanges of codes between agencies (for exchanges at 
present, see Table 3 on page 51).. For example, the applicability 
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of shared software for- computer assisted coding could be 
evaluated. Should future legislation permit the establishment 
and general use of a central.list for statistical purposesp, the 
Working Group's findings, suitably updated, should assist the 
implementation process. 

B. scope of the Review t 

The following 16 coding systems have been included in the 
Working Group's review: 1 

1. 

2. 

i 

4. 

5. 

6. 

Bureau of Economic Analysis‘ (BEA) System 

-- Direct Investment Statistics 

Rure‘au of Labor Statistics (SLS) System 

-- Employment and Wages Program (ES-202 Report) ,' 

Bureau of the Census Systems 

-- Agriculture Census 
-- %usiness Births 
-- Company Organization Survey 
-- County Business Patterns 
-- Economic Censuses 

Federal Trade Commission (FTC) System 

-- Quarterly Financial Report l-1 

Internal Revenue Service (IRS) Statistics of 
Income (SOI) Systems 

-- Sole Proprietorships I -- Partnerships 
-- Corporations 

Internal Revenue Service,(IRS) Administrative 
Systems (Revenue Processing) 

-- Sole Proprietorships 
Mm Partnerships 
-- Corporations . 

l/ Res5zxility for publishing the Quarterly Financial Report: 
Gas transferred to the Census Bureau in Late 1982. However,, 
throughout this paper all references to the FTC system or 
Quarterly Financial Report apply to the time period before the 
transfer. 



7. Social Security Administration (SSA) System:; \ 

-- Single-unit Rmployer Identification (%I) File . 
-- Multi-unit 31 File 

: ' 

The systems selected for review include some used only for 
statistical purposes ((3.9. I all Census systems) and some that are 
used for both statistical and non-statistical purposes (e.g., the 
IRS revenue processing systems). All of the systems assign codes 
to establishments or other economic Units; systems that assign 
industry codes directly to, individual workers were not included. 
Most of the systems reviewed have broad coverage in terms of 
Standard Industrial Classification (SIC) divisions; however, 
there are some exceptions, such as the Agriculture Census system. 
~11 are of a more or less permanent character, i.e., the universe 
or a sample of it is coded periodically, or the coding is 
continuous in support of accretions or changes to a cumulative 
file. Most systems have a relatively 1arge’VOlUme of coding, and 
toget!ler they are believed to account for a'suhstantial propor- 
tion of the industry coding of establishments and other business 
units that is done by the Federal government and- by State 
agencies under Federal-State cooperative programs. 

rt was necessary to distinguish ‘between an industry coding 
system and the principal file in which the codes reside. To 
illustrate this, generally, industry codes assigned to 
establishments by the Census Bureau are placed in the Standard 
Statistical Fstablishment List (SSEL). (Industry codes assigned 
to agriculture establishments during the agriculture census 
processing are not placed in the SS%L, while those assigned to 
agricultural services establishments are.) 'Bowever, the separate 
industry ,coding activities done, at various times and based upon , 
different source documents are treated as separate industry 
coding systems. 

C. Major Uses of Industky Codinq Information 

The statistical uses of administrative records are well 
documented 1 in Statistical Policy Workinq Paper 6 (Office oE 
Federal Statistical. Policy and Standards, 1980). These uses 
range widely from the hasi> -publication of- statistics describing 
economic or demographic phenomena to being used as components in * 
the formulation of complex mathematical models. ' 

c In general, industrial classification was developed for 
classifying an establishment by the .activity in which it is 
primarily engaged. The presence of industry codes can facilitate 

* . 1 the collection, tabulation, presentation and analysis of data as 
well 3's promote uniformity and comparability of data series. 

The Federal Government uses industry codes as a means of 
aggregating much of the administrative and statistical data it 
collects for publication; Some examples of the regular publica- 
tion of descriptive statistics by industry from primary data 
sources include: 



0 Quarterly Financial Report for Manufacturing,-Mininq and 
Trade Corporations by the Federal Trade Commission 
(FTC) .L/ 

0 Corporation Income Tax Returns, Solo Proprietorshin 
Returns, and partnership Returns by the Internal Revenue 
Service (IRS). r 

0 Census Rureau publications such as Countv Business 
Patterns and the results of the economic'censuses. I 

0 Employment and Earninos and Employment and Wages by the 
Sureau of Labor Statistics (BLS). 

There are other data series published that havk been 
synthesized from several primary data sources. The Bureau of 
Economic Analysis (BEA) , for the most part, does not collect 
information directly from firms or individuals. BEA's estimates 
of current economic activity are based on data obtained from 
other agencies. The Gross National Product, which is presented 
with industry detail, combines data from many sources including 
the Census %ureau, IRS, BLS, and FTC., The Input-Output Accounts 
of the U.S. are composed entirely of industry information 
collected by others. BEA's estimates of State‘ and local area 
personal income involve the use of several sets of data 
aggregated by industry. BEA is thus heavily dependent on the 
comparability of data from its various sources. 

In addition, both published and unpublished sets of industry- 
based data are useful for the collecting agency's internal 
programs. For example, various units of the Department of Labor 
use BLS data for purposes such as: _, 

0 Studies of financial aspects of the Unemployment 
Insurance program are conducted to set maximum weekly 
benefit levels. 

0 States use industry wage and employment data in preparing 
forecasts of program workloads that are used in 
developing annual budgets. 

0 Local area workforce and unemployment statistics are 
produced by industry which enables 'classification of 
areas eligible for benefits under a number of Federal ~ 
area assistance programs. 

0 Employment figures are useful in time-series analysis and . 
in the study of seasonal employment, and are used 
extensively in industry/area comparisons. 

_ A/ Re-EzbTity for publishing the Quarterly Financial Report 
was transfetred to the Census Bureau in late 1982. 



0 The data serve as a base for -labor market information 
programs at the county, labor market area, State and 
national levels. ,' / \ 

Industry codes from some administrative or statistical record 
systems are helpful in the processing and tabulation of raw data 
in other record systems. The Social Security Administration 
(SSA) assigns ‘industry codes t0 new firms applying for an' 
employer identification number. A, major use of these codes is 
for identifying industrial activity for workers included in the 
Continuous Vork History Sample KXHS). These codes are a‘lso 
released 'to .the Census Bureau for incorporation 
Standard Statistical Establishment List. 

into their 

past occssions, the 
Reciprocally, on some 

of industry 
Census Bureau has provided SSA with updates 

codes for employers based on the results‘ of the 
economic censuses. 

. 

Some data producers can use the industry codes 'from other' 
systems as a tool to edit aggregated tabulations. SEA, for 
example, receives industry codes from FTC and IRS for individual 
corporations which help, to explain changes in their estimates of 
components in the National Income and Product Accounts. 

There are other uses’ that governmental units make of the 
industry information that -they can obtain from data producing 
agencies. The JIS, for 'instance, releases its industry coded 
Statistics ~of Income (SOI) files to the Office of Tax Analysis 
and to the Joint Committee,on Taxation for use in "tax models" to 
evaluate the effects of existing or proposed tax policies. 

Nongovernment 
organizations 

groups such as businesses and 
use industry information 

nonprofit 

statistical sources as well. 
from administrative and ' 

Vhile confidentiality restrictions 
prohibit the transfer ‘of individual industry codes outside the 
governmen,t (except to contractors “of 
aggregated statistics 

government agencies), 
based on industry can be quite useful. 

nusiness firms, can conduct research to classify and study .the 
industrial profiles of 

: 
their 

patterns can be analyzed, 
customers and suppliers. Sales 

market potentials can be estimated and 1 
commercial strategies can be evaluated. 

The industry dimension of administrative .and statistical data 
is one of their most interesting and useful characteristics. 

, enables the government to improve and evaluate many of i't: 
programs. It enhances the research efforts- of both public and 

1 
private groups and it is~ very helpful to individuals in gaining 

I understanding of the economic and demographic characteristics of 
the nation. 

D. Composition and Objectives of the Industry 'Codinq Workinq 
Groue 

The Working Group members (see list in preface) were in some 
cases members of the parent subcommittee or were designated by 
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the subcommittee representative or-their agency. Working Group 
members met for the first time <in May of 1981 and have conducted 
meetings, generally monthly, throughout 1982 and,1983. i ,' 

From the outset the Working Group felt that a fundamental 
task was to review and document' the major industry coding 
systems. Once this was accomplished, analysis and comparison ,. 
followed, leading to the proposals for improvements in the 
comparability and quality of the industry codes which appear in 
Chapter I. AS a further application of this work, a user or . 
potential user of data classified by industry can be provided 
with. essential information concerning the usability and relative 
quality of the data. ( 

e. Development of the Basic Documentation 'for the Federal 
Industry Coding Systems 'L 

The -Working Group constructed a questionnaire on industry 
coding which requested basic information needed to compare'and 
assess th' systems. This questionnaire covered the following 
main areas: 

0 The basic coding'unit (the unit to which an'industry code , 
is assigned), the source or source document from which 
the coding is done, and the industry classification 
system use4; 

0 ,The volume, timing, coding procedures, resource material 
used, and quality measures associated with the coding; . 

0 Generai characteristics of the principal file(s; in which. 
the codes reside; 

0 Updating of the codes and recent or planned changes to 
the coding system; 

0 The uses and users of-the industry codes. 

Within each of these 'areas specific questions were asked. ~ Also, reiated documentation was requested, principally the'forms 
or source documents from which the coding is done, code lists and 
instructions concerning classification system variations, and any 

. available data bearing on the quality of the coding. 
. 

Yembers of the Working Group identified ‘industry coding ~ 
systemswithin their own agencies which fit intp the scope of the 
review. At the same time, they identified key persons who were 9 
most sknowledgeable about each coding system. The‘ survey 
questiqnnaires were then delivered to these respondents by the 
Working Group members. 

Each completed questionnaire was reviewed by one or more 
members of the Working Group and a meeting was arranged with the 
respondent;for clarification or further information. As a result 
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,of the meeting, the questionnaire' was ,revised, and frequently 
additional,documentation of the system was obtained. 

'A summary‘ system description was prepared from each 
questionnaire and the associated materials: These descriptions 
are designed to put the Collected information in a standardized; 
concise format for easy reference, comparison, and analysis. 
These summary descriptions-form the basis of this report. Copies 
of system descriptions may be obtained by contacting the 
Statistics of Income Division, Internal ReLenue Service. 



CHAPTER III , 

IN&TRY CODING SYSTEMS AND TEiBIR RBLATIONSHIPS 
. 

A, Introduction . _ 
/ 

. 

B . 

. This chapter provides an analysis of the coding sytems 
reviewed? This L analysis should provide a stimulus to the 
agencies maintaining the systems to make j changes aimed at 
increasing comparability with other systems and at improving the 
accuracy of codes and reducing the cost of coding' in their own 
systems. In addition, the information developed can make 
possible a technical evaluation of possible new arrangements for 
interagency code 'sharing, subject -to legal restrictions on such 
exchanges. Finally, the results should help users of data from 
these systems to understand their structure and limitations8and 
the extent to which data from different systems are cbmparable. 

An initial step is to identify the system c,haracteristics or 
dimensions to be compared. The primary dimensions that have been 
identified are coverage, frequency and timing of initial coding 
and updating, classification s'ystem used,' classification 
principles, information used as input to coding; coding 
procedures, and description of systems reldtionships. ' 

Each of 
sections. 

these dimensions- is discussed in the following 
/ 

B. Coverage 

Systems coverage- has 3 sub-dimensions which can be described 
by the answers to 3 ques,tions: What kinds of units are coded? 
Which of these units are included in the target population? And, . 
finally, is,coding for all units or for a sample? 

1. Kitids of Units Coded 

? 

T-he kinds of units that are classified by industry vary -- 
widely. The Standard Industrial Classification (SIC), was 
developed for classification of establishments by industry. I ts 
ofEshoot, the Enterprise Standard I Industrial Classification 

~(ESIC), was developed for classification by industry of 
1 entergrises or companies, many of which consist of two or more 

establishments (Office of Management and audget, 1972, 1974, and 
Office-of Federal Statistical Policy> and Standards, 1977b.) 

' Concerning this first aspect of coverage, basic coding 
units or simply units, i.e., the units of observation to which 
industry codes are applied, are often determined by intended uses 
of the-data files. :-For ‘example, the Census Bu?eau's systems, 
which are established and maintained solely for statistical 
purposes, use establishments as the basic unit. Rowever, the 
Standard Statistical Establishment List (SSEL), which is the 
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basic file in which industry codes produced by the various Census 
Sureau systems reside, is organized to permit the aggregation of ' 
groups of establishments to form other units, such as Employer 
Identification (EI) number units (all establishments operating 
under a single EI number) and enterprises, and the assignment of 
industry codes to these units. 

F3y contrast, the units used in the systems of other r 
agencies (e.g., employers, tax entities, consolidated corpora- 
tions) are determined largely by administrative requirements. 
Table 1 on page '23 provides a comparison of the basic coding ~ 'I 
units used for each system studied, as well as compar.$,?ons of SIC 
level of detail used, sample or population coverage, an 
assessment of,the level of input data,available for assignment of 
codes, updating cycles, and the average annual volume of coding, 

In practice,. business enterprises consisting of a single 
establishment, as defined for purposes of the SIC, are classified 
in essentially the same way in all of the systems reviewed by the 
Working -Group. There are, to he sure, some elements of judgment 
in the SIC ,definition, especially in those instances where n . ..distinct and separate economic activities are performed at a 
single physical location...." (Office of Management and-Budget, 
1972, p.lO). The SIC Manual states that these activities shall 

'be treated asseparate establishments if the employment in each 
is "significant" *and "reports can be prepared" separately for 
each ,activity on employment, payrolls, sales or receipts and 
other establishment type data. These criteria clearly allow some 
latitude for judgment by the agency collecting the data, and one' 
could expect to find some cases where establishments were-defined 
differently by different agencies. 

, . 
Nevertheless, the major conceptual differences among 

systems with regard to definitions of basic coding units are 
those affecting only multi-establishment enterprises. Here the 
systems reviewed use a variety of units, including those with a 
legal, administrative, or statistical basis, such as employers, 
taxpayers, corporations, consolidate3 corporations, or "reporting 
units." 

The "reporting units" used, by aLS and SSA 'deserve ' 
special attention. Although they have the same name and have 
been established for similat purposes, their operational 
definitions are not identical for multi-establishment employers. 
Sasically, the reporting unit in each case is a group of two or 9 
more establishments under -the same employer (ET number) in the 
same county and -four-digit industry. It has been so established 
for the convenience of employers who would find it difficult or : 
burdensome to file seoarate administrative returns to SSA and to 
State Employment Secucity Agencies for each establishment. . 

The BLS sys tern is primarily an establishment based 
system. However, under certain circumstances a "reporting unit" 
concept is .substituted. The "reporting ~ unit" used by BLS 



Table I.--Selected Characteristics of Industry Coding Systems Reviewed 

-I- r l- 
nual volume of codin Average --- 

Basic ’ 
Agency and name of incbstry 

coding system 
coding ’ 
ul1ts 

Level Basic update 
of cycle for 
input existing 
detail units 

1 - 

SIC 
detail Coverage 

Total New 

BUREAU OF ECONOMIC ANALYSIS: 

Reduced 100% Hi@ 1 5 5 Ye‘ar& YearsZl 

’ Full 100% High 3 Years? 

Full 100% 
Expanded Sample 

Expanded Sample 

Full 100% 

HW 
11 

2’ 

Low 

N-A.- 
N.A. 

’ &I/ 

N.A. 

N.A. 
5 Years 

. . 

Reduced Sample&$ _ High 2 Years&/ 

Direct f&estment Statistics 
Inward Investment,. . , . . . . . . 

t 

U.S. 
Outward Investment.. . . . . . . . afflliates 

and 
. . foreign 

parents _ 

32,2C@ 
6,800?? 

BUREAU OF LABOR STATISTICS: _- 

2,lOu,Ow fjoo,~ l,hOO,OOO Employment and Wages......... Reporting 
units!! 

(: \ 
W 
1 

340,00&’ - 
48,ooo!’ - _ * 

BUREAU OF TI-E CENSUS: , 

34o,ooo9 
48,ooo 

Agr lcul ture Census ........... 
Business Births .............. 

Farms 
Establlsh- 
ments 
Establish- 
ments 
Establlsh- 
ments 

980,ooo 75,oocl 905,aloll/ - 

!90,5M3 ‘, - 

Company Organlzatlon Survey.. 

County tkrsiness Patterns.. . . . 

Economic censuses 
__ Unclasslfled . . . . . . . . . . . . . . . 

census Proper,. . . . . . . . . . . . . ’ 1 

.40,00012/ 
670,000=/ 

.40,000’ - 
- 670,00013/ - 

Establlsh- 
ments 

FEDERAL TRACE CBl’+lISSIm: 

Quarterly Financial 
Report g/. . . . . . .,. . . . . . . . . . Cons01 ldated 

Corporations 
6,8CMl 4,400 2,400 

- 



Ta:lic I .--Sclecled Characteristics of Industry Coding Systems Reviewed (Continued) 

Agency and name of industry 
coding sys tern 

INTERNAL REVEM SERVICE: 

Statistics of Income Systems 
Sole Proprietorships;..... 

Partnersnips.............. 
Corporations.............. 

Revenue Processing 
Sole ProprIetorships...... 

PartnershIps.............. 

Corporations:............. 

SOCIAL SECURITY ADt4INISTRATION: 

Bas id 
coding - 
units 

Sole Prbprle- 
torships 
Partnerships 
Corporatlons 

SIC 
detail CoVCtage 

Reduced Sample 

Sole Propt le- 
torshlps ’ 

I 
Partnerships _ Reduced 

Corpora tlcns 1 

Single-Unit Employer Indenti- 
fication (EI) File..,..... 

Multi-tilt EI File. . . . . . . . . . 
Full 

100% 

I 
1 

I 

---.. 

Level Basic update 
Of cycle for 
Input existing 
detail units 

Lo* 1 Year 

LOW 

Self- 
Coded 
Se1 f- 
Coded 

1 Year 

1 Year 

12,280,M)o - 
/ 

1,400,ooo - 

1 Year 2,700,000 - 1 

Averaqe annual volum --- -m--v 

I 79,800 

Y5,ooo 

I 85,500 - * - 

e of coding 

I 

-- 

Update 

N 
h 
1 

100% 
I Med1um G 

e75,am _ 875,000 lJ/ 
0’~ _ 3o,ooo16/ 2/ 2’ 

-a- -- ---------------- e-e- - --..- ---------- 

Next benchmark survey scheduled for 1989, then every 5 years thereafter. 
Separate data for new units and updates are not available. 
Next benchmark survey scheduled for 1987, then every 5 years thereafter to coIncide.wlth economic censuses. 
Generally, Single establlshnents Of groups of establishments of a single employer in the same country and 4-digit Industry.’ 
Most updating Is based on a SyslemaLic “refiling” for one-third of employers on list each year. 
Full SIC detail was last provided in 1974 Census of Agriculture. Figure shown is one-fifth of 1974 count on farms with sales 
of $2,5M3 and over. 

. Level of input detail is high for single units, low for rmltiunlts. 
Represents nurrber of employers. About 5,200 have more than one establishment. 
Medium for new eslablisbments, low for updates. 
Large nultiunits are surveyed annually. Smaller rmltlunits are surveyed once between S-year economic censuses. 
Of this nuder, only about 5,000 report activity changes and hence receive new codes. 
Figure shown Is one-fifth of unclassified mallIng for the 1977 Economic CensUSeS. \ 
census forms are miled to all of Ihe larger employers and a sample of the smaller ones, with CdXffs based on payrolls. 
Figure shov~n 1s one-fifth of the nurrt%r of establishments for which census forms were mailed. 
Updates are primarily for large units which have been in the sample for 2 years and are to be retained. 
The most recent systematic update of the entire fileswas based on the 1972 ECOnOmiC CeWSeS. 
The rrost recent successful update of the entire nultlunit file was based on the 1957 Economic Censuses. Some new units and 
changer are ideqtlfiej from annual comparison of the units used for Current wage reporting with those idelstifierj j.1 the file. 
Resomsihi[itv for thP QFR was transferrf4 to the Census BIrP,lrl in late 1982. IS , 

. (I -- _I 
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includes two or more establishmbnts under the same employer 
identification (EI) or Unemployment Insurance (UI) aCCOUnt number 
in the same county and indus~try. These exceptions to establish- 
ment based reporting are allowed in order to reduce employer 
quarterly unemployment insurance tax reporting burden; 
Exceptions t0 county/industry level reporting are discouraged. 

SSA also uses a "reporting unit" concept under their 
Establishment Reporting Plan (ERP) to facilitate the processing 
of large multi-unit employer wage reports. Xhen an employer firm 
agrees to participate in the plan, it is asked to identify each 
of the firm's reporting units (which may be establishments or 
payroll groupings) by geographic location (cbunty) and industrial 
activity and assign a four-digit reporting unit number to each on 
a Form SSA-5019. C)n subsequent annual wage reports the firm 
groups its employees by reporting unit, identifying each with the 
preassigned unit number ., This arrangement provides a basis for 
SSA to isolate earning.discrepancies and to assign geographic and 
industrial classification to each unit SO that wage reports can 
be used as a source of statistical data. However, it should be 
noted that due to the voluntary nature of ‘ERP, every effort is 
made to set up and maintain a breakdown of reporting units that 
most closely zonforas to the Eirm's internal business structure 
in order to minimize the reporting burden on the employer. This 
may or may not result in ,the use of establishments .as the 
reporting unit: In summary, operational, procedural, and 
definitional differences make it difficult t0 compare the net 
effect Of the use of the "reporting unit" concepts in the BLS and 
SSA systems. . 

Finally, it is worthwhile to point out that for all 
systems the nstur'e of the units which are classif ied by industry 
in each system is affected not only by the 'formal definitions but 
also by. the specific procedures used to implement these 
definitions. 

2. Units Included in the Tarqet Population 

The second aspeck of coverage is to identify which of 
the specified units hre ,included in the target population for the 
system, The 5 principal criteria are: 

a. Geographic location. All ~systems cover units 
located in the United States and owned by United States citizens 
or legal entities. Treatment varies for units located in United 
States territories and possessions, for units with non-United 
States ownership physically located in the United States, and 
United States-owned units located outside of the United States. 

be Legal form of organization. F,ach of the IRS 
systems covers only one form of organization: sole proprietor- 
ship, partnership- or corporation. The FTC Quarterly Financial 
Report system covers' only corporations. Yost systems cover ,a11 

\ forms of organizat*on. However, coverage of government-operated 
units differs greatly, as described in d. below. 
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C. Presence of employees. Sole proprietorships 
or partnerships with no employees are included in the IRS systems 
if they are required to file tax returns. These nonemployer 
establishments are incorporated into the economic censuses from 
IRS records; they are not independently‘ contacted by the Census 
Bureau. Also, establishments without payroll are-included in the 
Census of Agriculture.* ~11 other coding systems code only units 
with employees. ? 

d. SIC divisions. Some systems are restricted to 
Specified SIC divisions or parts Of divisions. For example, the I_ 
Census of Agriculture covers only part of Division A (Agricul- ' . 
ture, Forestry, and Fishing). The FTC Quarterly Financial'Report 
system covers only corporations whose primary activity is in 
mining, manufacturing, wholesale trade and retail trade. The 
inclusion of government units varies. They are not covered at 
all by IRS systems, but are covered in part by several other 
systems. The BLS Employment and Wages SyStem'covers government 
employees at all levels, except for members of the armed forces. , b 

e. Size. Industry coding in the ' economic 
censuses is lim‘ited to employer establishments which ,exceed 
payroll cutofEs that vary by industry. These cutoffs are Set to 

' exclude the smallest establishments within an ,industry L from 
getting a cenSus form. The census data, 

' for these small establishments, 
including industry codes 

are taken from administrative 
records. In the Census of Construction, however, census forms 
are mailed to a 'probability sample of establishments below the 
established cutoffs, and sample estimates ,for this group are 
included in the census totals. 

Table 2 on page 27 shows the coverage of the systems 
reviewed with respect to criteria b., c., and d. For this 
purpose, the six IRS systems were grouped to form two 
“mega-sys terns" : the Revenue Processing and the Statistics of 
Income sys terns. 

3. Coding for a Sample or a Population 

The ‘third aspect of coverage is' whether 
is used. ‘if it is, the particular sample design _ _ - 

/ 

or not sampling 
will affect the 

Erequency with which coding is required and the potential for 
sharing industry codes with other systems. Exahples of sample- 
based systems are the IRS Statistics of Income systems, the FTC 
Quarterly Financial Report system, and the' Census Bureau's 
Business airths coding system. 

Of all systems reviewed, the ,IRS systems (condensed in 
Table 2 from six to two systems) are the most complete, covering 
all SIC divisions except J, Public Administration, and all forms 
of organization except "government establishments" in the other 
SIC divisions. 
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Table 2.- Coverage of IncUstry Coding Systems Rcviered, by Standard Industrial Classification (SIC) Divisiq 

I 
’ SIC Divisl 

. &ZYXy and name 
of industry Q&c”‘- Manu- Trmsporta- 

coding system for&try 
Mining Cmstruc- hCtUr- tic$nd 

tion iJ-4 
' and utilities 

fishing 
. A B C ' D E 

-OF TN CEtGUS: 1 

Agriculture Census.. . . . . 

IMERNAL REVENE SERVIE: 

Statistics of xnam 
Revenue Processing.. . . . . 

BU3EAU OF LABI STATISTICS: 

Employment and Wages.... 

BUWUIOF TN CEkSUS: 

Business Births.. . . . . . . . 
Cunpa3y Organization 

Survey................ 
L Covlty Business 

Patterns.............. 
Economic Censuses?/ ' . . . . . . 

SOCIAL SEClRITY ADUN& 
TRATION: 1 

Single-lhit Employer 
Identification (EI) 

file . . . . . . L . . . . . . . . . . . 
Multi-Vlit EI File......, 

BLREAU ff EWNCMC ANALYSIS: 

Dmzct Investment 
Statisucs............ 

FEDERAL lRADE’CZCM4ISSIoN: 

CUmerl Financial 
Report/. . . . . . . . . . . . . . 8 

X 
X 

X 

X 

X 
X 

X 
X 

X 

X 

I I I I 
whole- Finance, Rbli 
sale Retail insurance Services aanin 
track trade and real trati 

estate 

4 I.-ALL FQUIS ff lRC;9NIZATfON, INUJDES WO EMXOYEE UNITS 

- 

X X X X’ x X 
X X X X X X 

II.--ALL FORMS w ORGANIZATION, EtROYEFG OKY 

X ‘X . x2’ 

X X X 

X X 
X X g 

X X X 
X X X 

III.- ooRpoRATIoNs PLY 

X X X 

X 
/ 

x !, 

X 

X X 

X 

X X 

x ’ x 
X 

X X 
X X 

X X 

X 

X 
X 

X 

xl’ 

X 

X 
x51 

. 

X 
X 

X 

- fuot Coverea. 
, 

e 
1/ Major grwps 01 md 02 Only. 
11 "Small" agricultural employers and railroads are excluded. 
31 Selected services. 
t/ Farms and railroads are excluded. 

1 3/ lne Economic Censuses include zero employee units aut the in&try codes are derived from actninistrative records. 
%/ Selected categories in these divisims. 
f/ Inclucks.state an0 local government urits which elect social security cuverage. 
8/ Foreip government parents included for “imard investment” part of program. 
51, ResponsiMlity for the Quarterly Financial Report was transferred to the Cmsus beau in late 1982. ’ . 



The most complete coverage of Division J, Public . 
Administration, is by the EILS Employment and *Wages System, since 
most public as well as private employers are covered by the 
Unemployment Insurance system. It should be.noted that the 1972 
revision of the SIC changed the principles for classification of 
"government establishments." Previously, most 'of them had been 
classified under Division J, Governkent; since 1972, each one is - 
to be classified by its primary economic activity, with only 
those not classified in other divisions to be-assigned to 
Division J, Public Administration. One result of this change is : 
that the IRS systems, which do not include any "government 
establishments" (since they are not taxed), can no longer be 1 
expected to have full coverage in all of the other SIC divisions. 

For employers, i.e., businesses with one or more paid 
employees, the BLS Employment and Wages and the SSA single-unit 
EI systems between them should have virtually complete coverage 
oE*all SIC divisions. The BLS system excludes railroads and some 
"small" agricultural employers (the cutoff varies by State); the 
SSA single-unit system has only partial coverage of Federal,' 

' State and local government employers and tax-exempt nonprofit 
organizations. 

c. Frequency And Timinq of Initial Coding and Updating 

The extremes of this dimension can be represented by the IRS' 
revenue processing coding systems and the SSA single-unit ET 
system. *In the IRS revenue processing systems, industry codes 
are assigned annually to businesses reported on tax returns, 
without reference to prior year codes. 
covered, employer 'is assigned an 

In the SSA system,'each 
industry code at the time of 

entry into the system, whicS occurs when the employer applies for 
an ZI number. This code is generally retained in the system 
unless and until updated, primarily by matching against economic 
censuses codes for the -employers in the file. These two 
approaches can be distinguished by the labels "periodic;indepen- 
dent" for' 'the approach represented by the IRS systems and 
"cumulative" for the'approach represented by'the SSA'single-unit 
system. As another example, BLS has a tight schedule Eor new 
code assignments, along with a three year cycle for updating. 
Many systems lie somewhere in between the extremes. Where 
industry coding is done for a sample of units in the tar‘get 
population, the approach used will depend on whether and how much' 
the samples for successive time periods overlap. 

D. Classification System Used 

All of the systems studied use a classification scheme -based 
on t!le SIC. Some. systems which classify groups of establish- 
ments, e.g., the IRS systems for corporations, use systems based 
on the ESIC,, which in turn ties into the SIC. 

For the systems reviewed by the Industry Coding Working 
Group, the following assertion can be made: while each 
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classification system'is based on,the 1972 SIC 11 or the 1974 
ESIC (which in turn is derived from the 1972 SIC), each system 
departs from it in one or more respects., ,These departures fall 
into three categories: 

, 
-- grouping of SIC categdries 
-- subdivision of four-digit SIC categor,ies 
VW addition of categories not covered by the SIC 

For the systems reviewed, grouping of SIC categories is more 
common than subdivision. \ 

The SIC contains 1,005 four-digit and 421 three-digit codes. 
The systems of IRS use a much Smaller number of, categories than 
the others, currently in the neighborhood of 200 for each of its 
6 systems. The groupings vary'by type Of ,organization; there are 
different groupings for, sole proprietors, and 
corporations. 

partnerships 
For #each organization type, the groups for the 

~Revenue Processing and Statistics of Income 
essentially the same. 

(SOI) systems are 
.There are a few instances where IRS has 

subdivided SIC industries. For example; 
systems, 

in the partnership 
SIC Industry 7011, Hotels, Motels, and Tourist Courts 

has been divided into, (1) hotels, and (2) motels, motor hotels, 
and tourist courts., 

The BLS system uses most, (971 of the 1,005) four-digit indus- 
try codes. In the 34 remaining industries, BLS experience is 
that Eour-digit SIC level coding is often unreliable because of 
conditions that prevail in these, industries, such as frequent 
fluctuations in employer products or services or generally 
inadequate employer records. , 

The SSA system also uses most of the four-digit industry 
codes. In the SSA systems, 
preferred code, 

the full four-digit SIC Code is the 
except for 

production -- -crops) 
major groups 01 (agricultural 

stock), 
and 02 (agricultural production -- live-m 

and division J (public administration), where. only the" 
two-digit detail is provided. 
are called "foldback" codes. 

The codes used for these groups 
Thus, there are 63 of the 1,005 SIC 

,industry codes which are not used at all. 
"foldback codes" 

Par 115 industries,, 
are used only if the employer does not furnish 

enough information to code to the four-digit level; followups for 
additional information- are not attempted by SSA. The use of 
these foldback codes was especially heavy during a period in the 
early 1970's when SSA was doing "dual coding" 
codes to each ,employer, 

(assigning two 
one based on the 1967'SIC and one based 

on the 1972 SIC) in preparation for conversion of their systems 
to the 1972 SIC. In summary, it seems fair to say that full SIC 
detail is lacking in SSA's-systems for 178 of the 1005 industries 
inthe 1972 SIC. 

. \ 
1_/As-- revised by ..the 1977 Supplement (Off ice. of Federal 
Statistical Policy and'Standards,-1977b). , 
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The Census Bureau's industry classification system for 
Economic Censuses is described in its 1977 Industry 

uct ClassificationManual (Bureau of the Census, 1977b). 
sst verslon,of this IPC manual for the 1982 Economic Cens 
recently been released. Census establishment codes c 

SIC four-digit industry detail except when informa 
lable -Ear classification is incomplete, or when publica 
establishment data for a particular industry would disc 
vidual company operations. Industries affected by the la 
riction for 1977 are: 

the 
and 

Tlis 
uses 
arry 
tion 
tion 
lose 
tter 

(1) Mercury, 1092, grouped with 1099 , > y 
(2) Typewriters, 3572, grouped with 3579 
(3) Electronic tubes, 3671 to 3673, carried as,3671. 

In addition, for economic censuses purposes, the IPC Manual , 
?rovides for subdivision of selected ivdustries in SIC major 
groups '41, 42, 47, 50-59 and 70-89, l.e., in the areas of 
transportation, wholesaie and retail trade, ,and services. The ' 
"sub-industries" are identified by adding two digits to the 
four-'igit SIC code. For the 1977 Economic Censuses, ,83 
four-digit industries in these major groups were subdivided to 
form 256 six-digit sub-industries. Two different patterns have 
been followed in subdividing four-digit industries. In most 
cases, there is only one level of disaggregation for an industry, . the six-digit codes differ only in the 5th digit, and the 
i;E*Aigit is 0, In a few cases, however, there'are two ,levels of 
disaggregation, i.e., one or more of the five-digit codes will be 
subdivided by using different digits in the 6th position. 

All of the systems have conformed to ,SIC revisions; :in 
addition, many of them have introduced other changes from time to , 
time, usually in the direction of showing more detail. 

E. Classification Principles 

Given the general principle of adherence to the SIC, there 
remain several conceptual issues to' be dealt with in order to 
develop the procedures to,classify establishments or other units 
by industry (Simmons, 1953). These include: 

1. Classification of units with multiple activities. 

Under some conditions, such units may Abe 'split and 
classified separately. This option is more likely to be used 
when reports are filed solely for statistical purposes. Whenit = 
is not used the first decision needed is what measure of activity 
to use. Options include gross receipts, value of sales, value of 
production, value of <shipments, and employment or payroll - 
associated with each activity covered by a separate,SIC,code., A 
second decision is how 'to use these measures to determine the ' 
principal activity. One option is to simply choose the 4-digit 
(or 6-digit if using IPC) category with the highest value of the 
measure chosen. An alternative sometimes used is a hierarchical 
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procedure: choose first the SIC -division which has the highest 
value, -next the major (20digit) industry within that division 
with the highest value, and,so on until the 4-digit or 6Tdigit 
level is reached. 

-> For establishments the main question is what measure of 
the relative importance of different activities should be used? 
The 1972 SIC Manual (Office oE Management and Budget, 1972) is 
clear on this. It states that "Ideally, the'principsl 
product or service should, be determined by its relative share of 
'value added' at the establishment" (p. 12). Recognizing, 
however, that data for value added for each product or -service 
are difficult to obtain, it recommends that the following data 
measures be used (SIC Manual. p. 12): -L 

Division 

Agriculture, forestry, and fishing, 
hunting, and trapping (except 
agricultural services) 

Mining 

'Construction 

Manufacturing , " 

Transporta’tion, communications, 
electric, gas, and sanitary services 

, Wholesale trade 
, 

Retail trade 

Finance, insurance, and.real estate 

Services (including agricultural 
services) 

Public administration 
' I 

,Data Measure 

Value of Production 

Value of Production 

,Value of Production 

Value of Production 

Value of receipts or 
revenues 

Value of sales 

Value of -sales 

Value of receipts 

Value of receipts 
or revenues 

Employment or.payroll 

The recommendation is -qualified in two ways.‘ First, it 
is stated that these measures should be used "when available." ' 
Second, it is stated that "In some instances, an industry 
classification based upon the recommended output measure will not 
represent adequately the relative.economic impor,tance of each of 
the varied activities carried on at such establishments. In such 
cases, employment or payroll information should be used to 
determine the primary activity of the establishments." I 

Once relative (or absolute)'values of the measures have 
been obtained for each product or service by four-digit,industry, 
the establishment is coded to the industry with the largest share 

\ ‘. 
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of the total, without regard to the shares of higher-level SIC 
categories (industry groups, major industries, or divisions). 

To what ,extent are these recommendations followed in the 
systems reviewed by the Industry Coding Working Group? Following, 
is a summary of the practices of the four major agencies. It 
will be seen -that none of the agencies follows the SIC Manual in 
every respect. - . 

BLS -- For all SIC divisions except Division J, public 
the source documents for industry coding ask for 

sales or receipts. The source,document for government reporting ’ 
units asks for employment or payroll. 

Census '-- According to the official description of 
industry mg procedures for the SSEL (Bureau of the Census, '. 
S979), the recommended measures are used except in Division C, 
construction, where value of receipts is used in place of value 
of production and Division D, manufacturing, where value of 
shipments is used-in place of value of production. 
recognized, 

It should be 
however, that the specified measures are not 

available on a current basis for some units in the SSEL, in 
particular, those that are out of s'cope of the economic censuses 
or are not included in the mail portion of the censuses. 

IRS -- Taxpayers are asked to provide codes and/or short 
descriptions of &their 
defined in 

"principal activity," which is generally 
the instructions as, the one, accounting for the I 

greatest proportion of sales or receipts. There 'are two 
exceptions to this' general rule. First, the tax schedule 

'(Schedule F) 'for farm sole proprietors contains ,entries Eor 
income (receipts) Ear each of several distinct cr‘op and livestock ' 
items, so that a more objective basis is available for coding to , 
industries within this division. Second, starting in tax year 
1977, the instructions for the partnership tax return (Form 1065) 
have stated that the principal activity should be the one 
accounting for the largest proportion of assets: Before then, 
t%e standard instruction to base principal activity on sales or 
receipts was used. \ 

SSA -- Currently employers applying for an EI number are 
asked todescribe their 
without any 

"nature of principal business activity" 
specific reference to the treatment of multiple 

activities. (Multi-unit employers who provide data for' their 
separate establishments or reporting units ,are asked to Frovide 
percentages- corresponding to the principal activities of. each 

- 

one, listed in order of importance, but the instructions do not 
say on what measures these percentages should be based. The 
report form also asks for number of employees engaged in each ' 
activity. In the coding process based on these 'reports, a 
manufacturing industry code is preferred over all'others if the ' 
associated percentage is 20 percent or more. 
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Except for the SSA special treatment of manufacturing 
just noted, 'all agencies assign the industry code for the 
category with the greatest share of activity, using data by 
four-digit SIC industry Of the'most detailed level contained in 
the sys tern. 

, 

’ . 
L 

One solution that has been proposed for the multiple 
q activity problem is to 'assign more than one industry code to 

establishments with more than one activity. The Census Bureau 
has developed but not yet implemented a proposal that the SSEL 
include secondary activity codes ( for each four-, digit SIC 
activity with sales/receipts of $1001000 or more (Bureau of the 
Census, 1979). The record for the establishment would carry a 
sales/receipts size class code‘ corresponding to each activity ' 
code. 

' 2. Time interval and reference period 

One year is the standard time interval for most systems. 
The (SSA systems are an exception; the input document'asks for a 
description of the principal activity carried on, without any 
reference to a specific time period. 'Most systems use a calendar 
year t but in some systems the reports are for tax years.or fiscal 
years* which are not equivalent to calendar years for all units 
coded. 

Another important consideration is ttie relationship 
between the reference period for code determination and the ,, . <period for which data are collected and the code assigned. This 
leads to the question of how often should 
industry -codes be revised? e is coni\%e:able variation both 
between and within sys terns as to the frequency of updating. 
industry codes, or refiling, as it is sometimes called. i, 

When a system is use+ to-produce aggregate data such as 
employment, payroll, receipts, etc., classified by industry, the 
reference period on which the industry code is based may not be 
the same as the period covered by the data. The major industry 
coding systems reviewed 30, in Eact, differ considerably in this 
respect. Following is a broad outline of the differing practices 
followed by each of'the four major industry coding agencies. 

IRS -- Returns are industry coded annually, based either 
on self-sing by taxpayers, or coding from an activity 
description on the tax return.' Thus, for data by industry ,from 
the IRS systems, the reference periods for the data ,and the 
industry classification always coincide', 

BLS -- 
the emplow 

Each reporting unit is classified initially when 
enters the unemployment insurance system. It is BLS 

policy that codes should be reviewed and updated on a fixed time 
schedule, as follows: 
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,Type of Unit Frequency 

Units with 500 or more employees, 
except government 

All other units, except government 

Annually 

Every 3:years 

Government units Every 5 years . 
The timing of the 3-year cycles varies by SIC division, 

so that review and updating is done for units in certain 
divisions each year. Information leading to code changes may - 
come from other sour& between regular updates; the extent of 

' such changes and,how well they track actual changes is not known. 
The source documents used for init.ial coding and updates request 
kelevant 'information on activities for the most recent calendar 
year. 

SSA -- Each employer is classified initially at the time 
an applicxon for an EI number is filed. The application form 
asks for information about the nature of the business at the time 
of the filing; there' is-,no defined reference period. Shortly ,, 
thereafter, eligible multi-unit employers are asked to submit 
activity information for each oE their reporting units, the 
situation with respect to icference period being the same as Eor 
the original application form. For single-unit employers, the 
last general update was based on a comparison with codes 'assigned 
in the 1972 Economic Censuses. For multi-unit employers, changes 
are,based either on reports filed voluntarily by employers or on 
correspondence initiated by SSA when the units for which current. 
wage reports are submitted do not match those in the file. 
Resources for such correspondence are limited. I r 

Since both the single 
cariy date codes indicating 

and multi-unit employer files 
the most recent update of the 

employer's industry classification, it would be possible to 
tabulate each file to obtain a distribution of eqployers by years 
elapsed since last update. . , 

Census -- Reference periods vary by 'coding systems. For 
units covered by mail (or interview) 'in economic censuses, the 
industry classification has the same reference period as the 
data. This is also true in some but not all current surveys. 
Perhaps the best approach is to consider.the SSEL, which provides 
the frame for all censuses and surveys and for the annual County 
Business 'Patterns For the larger multi-unit ' 
companies, 

program.lJ 
industry codes for their -establishments are updated 

annually in the Company Organization Survey. Smaller multi-unit . 
companies are updated once between five-year economic censuses. 
At the other-end of the spectrum, industry codes for single.-unit 

1/Ez-ly true for all units with employees. IRS is the main 
source of information for zero-employee units. 
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employers:,outside the industry scope of the economic censuses 
(such as those included in Division H, finance, insurance, and 
real estate, and some industries in other divisions) and, for 
those small employers who are in scope but not included in the 

/ mail 'portion' of the census will in most cases be the original 
codes assigned to them by SSA when they applied for EI numbers. 

In summary, most agencies' use a one-year reference 
period for the activity data on which industry classification is 
based, the exception being SSA which asks for current activities 
with no defined reference period. Updating practices vary 
widely, both within and'between agencies. (See Table 1 on page 
23,,Column 8.) 

3. Other considerations 

and/or 1 
Some data users are troubled by the effects of sudden 

erratic changes in 'industry classification, 
when large units ‘are affected. 

especially 
This has led to the application, 

I in some systems, of *resistance principles. After a preliminary 
code has been determined using data from the current reference 
period,, the preliminary code is compared with codes from one or 

, more'previous periods. If the preliminary code'differs' from the 
prior one', it is accepted only if certain threshold conditions 
are met. Several of the systems studied incorporate resistance 
principles. 

There is also the problem of the classification of 
certain ancillary or auxiliary activities, such as central a 
administrative offices, manufacturers' sales branches, labora- 
tories, and warehouses. Classification of these units is usually 
based on the activities of the establishments they serve, as 
speci,fied by the SIC Manual. 

P. Information Used as Input to Coding -.\, 

Various sources of information are used as input for classi- 
fication of units by industry within the agency systems covered 
in this study. The two principal categories are agency s'ource 
documents, and information ,other than agency source documents. 
The latter encompasses prior codes assigned within the same 
agency .and codes from other agencies. The referencing of codes 
and other information available 'from commercial sources and 
contact with the company by phone, correspondence, or in person 
are also methods of obtaining additional coding information. 

'I,,, , Aqency Source'Documents 
-- 

The principal resource for assigning industry codes to 
units within- each system is usually the source document(s) used 
by the agency. The reason for this is that the-codes from other 
agencies or commercial business listings may' not be fully 
compatible with the data 'classification requirements of, the 
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receiving system because of di,fferences such as the required , 
level of-detail,, coding principles, code inaccuracy and whether 
or not the codes apply to the appropriate reference period. 
Also, inmany situations code transfers are-prohibited by law. 

1 

A study Of the source documents used for the different 
coding systems shows a variation between agencies and in some 
cases within agencies. Lack of standards in this area could be 
one reason, but the variation can, in most cases, be justified by ' 
the major differences between each agency program's data‘ ;_ 
requirements for the design 'of their source documents,, and 
whether industry coding is a primary or supplemental .c 
consideration in this program. 7. , 

some factors that an agency must consider in designing 
the form are the type of information needed in order to obtain 
the desired level of industry detail, the scope of instructions 
needed to secure this information, and whether or not the 'form 
can be specialized to cover specific indus'tries. .Tt is also 

I necessary to determine whether the forms are,to be self coded by 
the respondent, manually coded by the agency's classifiers or 
coded by computer. Xn addition, the burden Qhich completing the 
form places on the respondent must be evaluated. 

Al very important factory that should be noted is that 
often the coding source documents are designed- primarily for, 
other purposes. For example, the Form SS-4, which is used as the 
main coding source for .SSA's single-unit ET: coding system, is 
actually an IRS form utilized by employers and others in applying 
for an EI number. Another case would be the IRS' Statistics of 
Income Coding Systems where tax 'schedules, such as the form 1120, 
are used for industry',coding. 
minor part of such forms. 

Coding information is often a 

In contrast, some other 
specifically designed 

agency source documents are 
for. the collection of industrial data. 

These forms may vary from the general purpose type to report 
forms tailored to a specific industry. Examples, of these latter 
types oE source documents are 

'the economic censuses. 
the various report forms used in 

These forms are specialized to the 
industry which has been determined by codes assigned from 
previous censuses or surveys, the Company Organization Survey 
(COS) or Social Security Administration (SSA) records. .If a code 
is not available- and the kind of business cannot be determined 
from the trade name or other reliable information, a more 
generalized form is sent. 

In general, the principal difference among the‘source ~ 
documents is the nature and, detail of coding information 
available ‘on the various forms used in each agency's system(s). 
The type of information requested on these forms for determining 
an industry"code ranges from brief descriptions of the principal 
business activity, 
for 'self-selection, 

or pre-listed industry descriptions and codes , 
to .percent distributions of gross sales or 

I 
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receipts by products or services. Specific examples of these 
varied kinds of information are: (l)pre-listed taxpayer-selected 
codes such as on TRS Form 13.20; (2) pre-listed kind of business 
activity check boxes (with or without .industry codes) on report 
forms used to classify establishments lacking industry codes 
prior to mailing industry-specific forms in' the economic 
censuses; (3) respondent-furnished descriptions of principal 
products or activities based on percent of total sales on BLS 

. Forms 3023-A and 3023-B (of which there are different versions 
for each industry division): (4) principal business activity on 
IRS Form 55-4 used in SSA's Single-Unit,EI coding system; and (5) 

. sales distribution by indus'try on BEA's Form BE-12 used in their 
Benchmark Surveys. In the absence of an adequate description of 
the unit's activities, some agency systems may use the trade name 
as a coding source (e.g., Hilda's Beauty Shop, Bob's Cafe, or 

) Johnson's Department Store). This "name coding" is used in SSA's 
coding of the Form SS-4. 

The following is a,COmparatiVe analysis of the level of 
detail available on source documents. T:t provides a comparison 
by level of source information detail based on the chart ,shown 
below and gives examples Ear each category (See Chapter-‘VI for 
actual source documents and ,brief description of each). 

Category 
Level of source \ 

Coding by: information detail 

A Respondent Not applicable 

, 

B Agency Low 

C Agency , Medium 

D ' Agency High 

Cateqoey A (Self-coded) -- The only systems which use 
self-coding (lie., coding by respondents) almost exclusively are 
the TRS revenue 
corpprations. 

processing systems for partnerships and 
Some forms used in BEA's Direct Investment (DI) 

Statistics Program also request respondents to enter up to eight 
3-digit'codes which represent DI Industry Classifications under 
which they have sales. However, final code determinations are 
made and entered on the forms by BEA coders. Bureau of the 
Census forms, especially in the retail and wholesale trade and 
service areas, also Erequently utilize pre-listed, respondent- 
selected descriptions and codes. In most cases, responses to 
these items are checked against other data furnished on the form 
in order to determine what industry code to assign. 

The source documents for the above mentioned IRS systems 
are the appropriate tax return forms for these two categories of 
taxpayers. The relevant data items and instructions from the 
partnership return (IRS Form~1065) for.tax year 1981 are,shown as 
Exhibit 1, Chapter VI. The "Business Code Number" is to be 
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entered by the taxpayer in Item C on the first 'ipage, using the 
instructions and code list on page 12 of the Instructions. The 
code list provides a short description for, each -lf the industrie; 
included by IRS along with the appropriate coder. Taxpayers ar,? 
also' asked to give a brief description of their principal 
business activity and principal. product or serv,ice in Items A and 
B, respectively. This infOrIIIatiOn is used very little in revenue 
processing, but to a greater extent in the Statistics of Income , 
industry coding. 

An observed feature of self-coding is the botential for . 
a high proportion of incorrect codes immediately following a 
revision of the Standard Industrial Classification. Some 
evidence on this score is presented in Chapter IV. 

Category B (Agency‘coded, low detail) 
this category is also taken from IRS. 

-- The example for,' 
Exhibit 2 of Chapter VI 

shows the relevant data items and instructions from the 1981 tax 
return schedule used for nonfarm Sole proprietorships (IRS Form 
1040, Schedule 2). 
Ttem .A, 

The primary data items used for coding are' 
a two-part i tern calling for ~brief descriptions of the 

"main business activity" and its "product" and Item B, the 
business name. 
business activity 

The instruction for Item A is to "Report the 
that accounted for the most income...Give the 

general field as well as the product or service. 
"'wholesale-groceries' or 'retail-hardware'." , 

For example, 

For some returns, additional clues to the 
classification may 

correct 

return, e.g., 
be found by examining other parts of the 

Xl and the 
the kinds of,expenses (deductions) reported in Part 

kinds of' property listed in 
Depreciation. Note, however, 

Schedule C-2, 
that taxpayers are not required to 

show a breakdown of receipts or sales by source, so there is no 
way even 
identified, 

to check that the main activity has been properly 
let alone to apply the more complex rules that are 

used for some combinations of activities. 

Tt may be noted in passing that IRS Form 1040, Schedule 
F and Form 4385, which are used Ear farm sole proprietorships, ,do 
require 4 breakdown of sales or income from different kinds of 
crops an? livestock production. This is probably sufficient to 
put these source documents in Category 3. 

Other source documents classified as providing a low 
level of input detail were certain ones used by the Census Bureau v 
as a,preliminary to more precise coding of later documents based 
on the economic censuses or current surveys. 

, c 
Category C (Agency coded, medium detail) -- ‘The 'main 

example for this category is 
Employer Identification Number). 

the Form SS-4\ (Application for 
The complete Form SS-4 and the 

relevant section of the instructions for it appear as Exhibit 3 
of Chapter VI. 
employers for 

This is an IRS form used by SSA to classify all 
the single-unit employer file. (Codes for 
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establishments or reporting units of multi-unit employers a‘re 
based on a more detailed form which -is sent to eligible employers 
following receipt of the initial application.) The'primary data 
item used for industry classification .is Item 14,, Nature of 
Drinci?al Business Activity. The instructions for this item give 
examples of the kinds of descriptions desired for various SIC 
divisions. Other items which may assist in classification are: \ 

stems 1 and 4 Y- Name and Trade name. 
, 

Item 10 -- Type of organization. 

Item 16'0- Dreakdown,of ertlployees by type. _ 

Item 17 -- For manufacturers, principal product and 
raw materi'al used. 

Item le 
\ 

-- To whom does the employer sell most of his 
or her products or services. 

These itemk, especially 17 and 18, cover certain of the 
key data requirements needed for classification that were not 

-covered in the Category B example. The Form SS-4 is classified 
in the mediua rather than high detail category primarily because 
it does not provide any breakdown of multiple activitieb. 
Several earlier versions of the SS-4 did include an item asking 
manufacturers to list their three principal products and to give 
the percentage of total value of products represented by each of 
these. . 

Category D (Agency coded, hiqh detail) -- Within this '- 
category , the arnodnt of detail and the general approaches use.d 
vary, so it will he useful to give more than one example., 

The 's&rce documents which provide the most information 
for industry coding are the mail .questiorinaires used in the 
quinquennial economic censuses. These questionnaires call for 
detailed information and are tailored to different groups of SIC 
industries; hence, they include the specialized inquiries needed 
to assign industry codes within those groups. Special procedures 
are, of course, needed to handle questionnaires returned by 
establishments which are inappropriate to their activities. 

Exhibit ,4 of [Chapter VI' shows one questionnaire for the 
1982 Census of Retail Trade -- Tires, Batteries, Parts, Accesso- 
ries, (Form CB-5502). This questionnaire was mailed to estab- 
lishments believed' to be in Census Industry and Product 
Classification (IX) / categories* 553110 (tire, battery‘ and 
accessory dealers) and 553120 -(other auto and home supply 
stores). The "mailout" code, i.e., the latest IX code for that 
unit from, thk Standard Statistical Establishment List (SSEL), 

' will appear on the mailing label. A "self-designated" code will 
be determined on the basis of the respondent's entry in Item 9, 
Kind of Business. Normally, the final TPC code will be computer- 
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assigned, based- primarily on the ~merchandise lines data (Item 
11) I but also taking into account other relevant items on the 
form, including dollar volume of business (Item 5), class of 
customer (Item 7), method of selling (Item 10) and a specific 
inquiry on sales and receipts from retreading tires (Item 12a). 
The mailout and self-designated codes enter into the final code 
determination only when the data for the items normally used are 
incomplete, ambiguous, or contradictory. * 

Other Eorms that provide,a high level of information for 
industry coding are BLS Forms 3023-A ,(Industry Classification * 
Statement) and 3023-B (Industry Verification Form), which are 
designed Eor each industry and used, for updating all industry 
codes. They are also used to update area, type oE ownership, and 
auxiliary codes of existing units covered by the Unemployment 
Insurance Employment and Xages (ES-202) Program on a three-year 
refiling cycle. Form BLS 3023-A is used sometimes by the state 
agencies to clariEy or obtain additional information necessary to 
&assign SIC codes tJ new employer accounts. For both forms, there' 
'are separate versions for each industrial division (including an 
"all industry" version). Each form also provides for the 
inclusion 'of ot?cr establishments reported by a multiunit 
company. 

Exhibit 5 of Chapter VI shows BLS Form 3023-A7 '(Rev. 
Dec. .1982), which 
codes for 

is one of the forms used to upda'te i‘ndustry 
reporting units currently classif ikd in wholesale 

trade; Unlike other examples discussed in this section, this 
form is designed Eimarily to get the information needed for 
industry classification of the reporting unit. 
the Eorm for t!lic 

The key items on 
,purpose are items B, D and E. Item B covers 

'the identification of multiple products \or activities 'of the 
reporting unit, and the percent of total sales (value of 
receipts) accounted for by each during the most recent calendar ,, 
year. T tern D identifies Central Administrative Offices (CAO's) 
and auxiliary units, and item'E asks for the principal'class of 
customer, 
or retail. 

as an aid to determining whether the unit is wholesale 

3 final example in this category comes from ‘the Federal 
Trade Commission's 
Program. (This progr(zz') 

Quarterly Financial Report (QFk) 
was transferred to the Bureau of the, 

Census in late 1982.) 'Exhibit 6 of Chapter -VI, shows FTC Form 
59-103 (rev. Oct. 1979), Naturezhtf ",",tin;;tw,Reporf. The FTC uses 
two versions oE this form, which is for the 
manufacturing division, and A second versio; for the 'other SIC - 
divisions included in the QFR Program (mining, wholesale trade 
and retail trade). The Nature of Business Report is sent to all 9 
corporations which are about to enter the QFR sample for initial 
determination of status, and, for updating purposes, to certain 
corporations reentering or remaining in the sample.' Like the BLS 
Form 3023, its primary purpose is to classify the reporting units 
by industry. In addition, several questions are asked to 
determine the current corporate structure of. the reporting unit. 
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The key item on the form is Item 3, in which the 
respondent,is asked to list products made, processed or assembled 
and/or sold, with the percent shar,e of gross receipts accounted 
for by each. In addition,- information is requeste‘d on kinds of 
raw materials used and processes used in production. Unlike the 
BLS form,, this form -does not provide any illustration of the 
level- of detail desired in distinguishing different product 
categories. 

2. Information 'Other than Agency Source Documents ' 

AS stated earlier, mOSt agencies rely primarily on their 
own source documents as input to their coding systems. However, 
in certain situations they may resort to other coding sources 
such as additional contact with the company, prior codes assigned 
to the same units within their ,own agency, codes supplied by 
other agencies, and codes and other pertinent information 
extracted from commercial sources. 

The prior codes assigned by an agency are used for 
various purposes. Listed below are some of the uses and examples 
of agency systems to‘which these situations apply. 

-- Report form selection. During the economic 
censuses the Census Bureau utilizes prior codes as 
a selection factor in determining the appropriate 
form to beTmailed. 

mm Reference for manual editing. Many of the agency 
coding systems reference prior codes during j 
updating processes for purposes of reviewing code 

' changes,'determining accuracy of current codes and 
making final code determinations. For example, 
prior codes for permanent sample units in FTC's 
Quarterly Financial Report (QFR) are available to 
the coders for determining code changes ,for large 
corporations. 

Codes supplied by other agencies are also used for 
various purposes. Some of these are listed below with examples. 

WV Report form selection. The Census Bureau uses 
industry codes from SSA records if no previous 
Census assigned codes ,,are available *to determine 
the appropriate report form to mail* in the economic 
censuses. 

-- Coding of nonrespondents, and establishments not 
included in the mail part of the economic censuses. 
IRS Principal Industrial Activity (PIA) and SSA 
assigned codes are two of the various sources used 
by the Census Bureau for determining an industry 
code for these cases in the economic censuses,. ' 
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-- Coding‘ of units with incomplete data. The Census 
Bureau references SSA assigned codes when classify- 
ing cases with insufficient information in the 

,business births coding'system. 

-- Updating procedures. The Social Security Adminis- 
tration attempts to update its code ,files every 
five years through a coordination with census 1 
records'based on codes resulting from the economic 
censuses (especially following a major SIC 
revision). The last such update/was based on the >' 
1972 Economic Censuses. 

Other sources of coding information ,are commercial 
business listings (e.g., Dun and Bradstreet, Moody's, Thomas 
Register). Many 'agencies use these as a source when there is / 
insufficient information to assign a complete industry code to a 
unit., Some examples of the different agency coding systems which 
utilize these references are:, (1) business births coding 
(Census), (2) single-unit EI file (SSA), (3) Company Organization 
Survey (Census), (4) economic censuses (Census), (5) Quarterly 
Financial Report (FTC) r and (5) Statistics of Income -- 
Corporations. (IRS); 

The final coding source (and indeed the 'first and 
preferred source for large establishments and firms) by which an 
agency may obtain coding information for a unit when there is 
ingufficient information is through additional ,contact with the 
company by phone, written correspondence, or in person. This is 
done for ,most of the systems. and, as a case in point, for the 
Unemployment Insurance (UI) Employment and Wage Program (Bureau 
of Labor Statistics). Here the State may send a BLS-3023 form 
(for new accounts), contact, the employer by phone or make a 
personal visit in order to obtain the needed information. 

The wide variation among the coding sources used by the 
various agencies affects the uniformity of codes assigned to the 
same units in different systems. Greater standardization of the 
coding systems in this area would seem feasible at this time, but 
only for agencies which,have similar data requirements' and have 
the resources needed to code at the agreed level of detail. 

G. Coding Procedures 

The procedures developed for use within the different coding . 
systems encompass a variety of activities. These include: 

0 The methods by which the industry codes are assigned : 
(i.e., manual, computer-assisted, automated). - 

0 Treatment of missing data. 

0 Data entry. 
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0 Quality assurance procedures (i.e., manual quality 
control and computer consistency checks). 

The following provides' descr iptibns of procedure types 
available under each of these functions and examples of how they 
are used. It shows' that wide variations exist the 
procedures for the systems studied.. The Eact 

b;;;;en 
these 

differences will affect the comparability of codes between 
agencies is self-evident. 

1. Methods of assigning codes. 
I 

There are three principal methods by which the initial- 
industry codes are assigned. ,Of these, manual coding is the most I 
frequently used. The other methods used are "automated coding" 
and "computer-assisted coding,,' which is also. a form of manual 
c'oding. At this time the Census Bureau. is the only agency which 
makes use of "computer assisted coding." Listed below are basic 
descriptions of the procedures which apply to each of these 
methods: 

-- ,Manual Coding. Under this method the classifier 
_ manually assigns an industry code directly to th& 

source document (or‘ other form used for data entry 
purposes) based on j information supplied by the - 
respondent and other available sources such as \ commercial references or prior codes. 

em Computer-assisted Coding. This system was 
developed by the Census Bureau to assist the coder 
during manual operations by computerizing the'basic 
coding routine. 
several phases ,of 

This system is ~being used ,in 
the 1982 Economic Censuses 

processing. 

Under this method, the coder, who is working ai an 
interactive computer terminal, is first required to 
select the major SIC division which relates to the 
activity description and/or trade name supplied on 
the source' form. Then the coder selects a "key, 
word" based on the'same information and enters it 
into the terminal. If possible, the system matches 
the "key word" to one or more verbal descriptions 
of SIC industries. These industry descriptions are 
then displayed, with their associated code, for the 
coder to select the description and code which is 
applicable. If the coder is unable to assign a 
code at this point, the sys'tem will then direct the 
coder through several routines until a code is 
,derived. Imf this fails the case is referred to an 
analyst for 'review. ' 

In addition to its coding functions, this method 
was. also developed to improve the training of 

I 
. 

\ / 
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coders, 'I increase consistency, and provide a 
flexible mechanism for continuous updating of 
descriptions and codes, in the system and IPC 
Manual. It is also the first step towards a fully 
automated system of coding through the development 
of a comprehensive dictionary of, industry 
descriptions. 

-0 computer/Automated Coding. Currently no coding -' 
system studied by the Working Group is 
automated: however, 

fully. 
two agencies (Census Bureau and l 

IRS) are using largely automated coding procedures. 
Within the Cetnsts Bureau. systems. (e.g.,: the mail 
portion of economic censuses, Census of 
AgriCUltUre for farms with sales of $2,500 or more 
and other periodic surveys such ‘as the Annual 
Survey of Manufactures) ~which have implemented this, 
method, this is done by using computerized data on 
receipts or sales by type of product or service to 
assign and place in the records for each unit an 
industry code, according to a programmed set of 
rules. Starting with tax year 1981, IRS's SO1 
programs have used lar,gely automated procedures for 
generating current year SO1 codes. Procedures vary 
by type of return and tax year. For most returns, 
the automated coding process derives the current 
year SO1 code either from the prior year SO1 code 
or from the current year revenue processing code. 
Manual coding is used only on an exception basis. 

The following lists the agencies covered in the review and 
describes the manner in which these methods of coding are applied, 
within the various 'coding systems. 

EEA -- 
using thr 

An 'editor manually assigns the industry cod& 
"top down method." 'The SIC Division is first 

determined by aggregating the sales distributions which are each 
assigned a three digit Direct Investment industry classification 
by the respondent. Then a more detailed industry code is 
assigned based on the subdivision of the'industry division which 
has the largest percentage of sales. This coding procedure is 
used in coding source documents in Benchmark Surveys (Forms BE-10 
and BE-12) and forms filed for new entities and major code ' 
changes (Forms BE-507 and BE-607). ' s 

BLS -- An initial industry code is manually assigned to ' 
each unitfirst entering the Unemployment Insurance Employment 
and Wages (ES-202) Program based on, the principal business E 
activity (as defined in the SIC Manual) submitted by the-employer . 
on an "employer status determination of liability form." Except 
for problem cases, which are individually handled by regional 
offices or at the national BLS office, the industry coding is 
performed at each of the individual State Employment Security I 
Agencies (SESA,s). In addition, on\ a 3-year refiling cycle, 
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codes for existing units are updated through .the use o,E either 
BLS Form 3023-A (Industry Classification Statement) and 3023-R 
(Industry Verification Form) or similar state,versions. The 
verification form is currently being used in several States on a 
trial basis. After testing, it is expected that it will be used 
in place of the classification statement for most industries in 
order to'reduce respondent burden and the cost of refiling. For 
both of the BLS forms, there are seDarate versions for each 
industry division (including an "all -industry** version). The 
information supplied by the employer on the Industry 
Classification Statement is manually coded at the SESA's. Nanual 
coding of the Industry Verification Form occurs only when the 
employer indicates that the current activity for the unit differs 
from the form's computer-generated description of the industry to 
which the unit was, previously coded. 

Census -A This agency uses a combination of the avail- 
able methods. Codes and descriptions are prelisted on report , 
forms wherever possible and practical. If information and data 
are entered-on the report form without change or addition to the 
prelisted material, then subsequent coding operations are largely 
within the computer. ,Tf it is necessary ,for the respondent to 
alter or add toT the prelisted descriptive material, then 
verification and review become necessary. If new codes are 
assigned, this is done manually, utilizing the computer assisted 
method if possible. Codes assigned manually are then processed 
and checked in the computer processing in the same manner as ' 

, tirelisted codes, with final codes based on predetermined criteria 
and procedures or on manual override. 

FTC -- Based, on the primary I business activity and 
Gercent distribution of gross receipts by source, the industry 
coder manually enters a Quarterly Financial,Report (QFR) industry 
code at the top of the Nature of BusinessReport or Corporate 
Structure Schedule. 

IRS -- During Revenue Processing industry codes are 
manually assigned to sole proprietorships based on the main 
business activity. Partnership and corporate -returns carry a 
taxpayer assigned Principal Business Activity (PBA) code which is 
keyed in directly from the schedule during data entry; Since 
1981, SOI industry coding has beeri largely automated, with manual 
coding on an exception basis. For sole proprietorships, the 
currentyear revenue processing industry code is accepted as the 
SO1 code if it is a valid ,industry code, other than "not 
allocable." If there is no revenue processing code or an invalid 
or "not allocable" code, the SO1 code is determined manually. 
The automated coding process for partnerships and corporations 
makes use of the prior year's SO1 and revenue processing industry 
codes as well as the current year revenue processing code. If 
the current and prior year revenue processing codes agree, the 
prior year SO1 industry code is accepted for the current year. 
If they differ, the SO1 code for the current year is determined 
manually. If prior year codes are not available, a valid current 
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year revenue processing code is accepted, except for taxpayers in 
certain industries and large COrpOratiOnS. 

SSA -- Industrial classification of SSA's single-unit 
and multi-unit employers is a manual operation. Codes arc? 
assigned directly to the' source documents (Forms SS-4 and 
SSA-5019) based on the principal activity designated by the‘ 
employer. . 

2. TreaWnt df MiSSing Data. 

Each of the systems relies primarily on its own source 
, 

documents to supply the level of information necessary to assign 
a complete industry! code. ,However, in those cases where the 
respondent does not provide sufficient data for the desired level 
of coding or fails to return the form; the agency must resort, to 
other alternatives. One route which many of the agencies take is 
to obtain additional information on the unit through further 
contact -with the employer. Another is the use'of commercial 
-listings. A third available is to reference either prior codes 
assigned within the same agency or codes obtained from other 
Federal sys terns. 

When 110 additional information is available' for the 
assignment qf A complete industry code, the agencies resort to's 
codes that represents the level of information available. The 
principal methods of corle assignment to these types of cases are 
described below, with examples of the agencies which apply them: 

-- Assignment of "Unclassified' or Thknown" Code. " 
This is a code used by an agency when there is 
insufficient information to ' determine the 
industrial activity at any level. Of the agencies 
studied, all but BEA and FTC use such a code. The ~ 
assigned code varies between agencies. For 
example, SSA and Census assign "OOOOw and BLS uses 
"9999." IRS uses "9000" for' the "not allocable" 
code. 

-- Force Coding, This is a last resort method used to 
a limited extent by the Census Bureau for the, 
elimination of incomplete codes within some of 
their qystems by "imputing" the industry code. For 
example, for tabulation purposes under' the County 
Business Patterns Coding System partially coded I 
cases may be "force coded" to 4 digit industry 
codes using known distributions of fully coded 
establishments within that industry division or r 
group. .AlSO, under the COS .and Directory‘ Unit 
coding of multi-unit establishments, codes ,are 
"imputed" for unclassified units based on those 
assigned to other establishments of the same firm. I 
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-- Partial I Coding. 3xcept for BLS, BEA and FTC, the 
coding systems studied rely on partial coding when 

'I there is insufficient information to code to full 
industry detail.' A oartial code could be any valid 
2 or 3 digit SIC filled in with O's under Census 
and SSA coding systems. 

Another form 'of partial coding, which is utilized by 
SSA, is foldback coding. "Foldback codes" are special' 4-digit 
codes which are used to consolidate 2 or more SIC codes in 
related areas where full detail is neither attainable from the 
level of information supplied by the,'employer, nor is it required 
for SSA statistical purposes. When there is‘ insufficient 
infortiation to determine the full industry detail under one of 
these groupings, the appropriate "foldback code" is assigned to 
avoid additional correspondence. The main difference* between, an 
SSA partial code and "foLdback' code" is that the latter is not 
"0" filled (with the exception of special code 0100 which is used 
for farming activities). For ,example, if a unit is engaged,.in 
landscaping. activities, not further described, it is assigned 
"foldback code" 0784, instead of partial SIC code 0780. The 
elimination of "O's" in the last 3, positions of the industry code 
suppresses any,future correspondence with the employer. 

A third method is the use of "not allocable" codes 
within IRS' SO1 systems. These codes are assigned when the tax- 
gayer ,provides enough information to determine the -industry 
division, but the level of information is "not allocable” to a 
specific industry within that division. 

3. Data Sntry. 

This is the procedure where eitber the final code is 
keyed into the files or where source information is entered for 
computer ,coding. As for entering the codes to the files, this 
may be done Eollowing the manual coding and quality review 
operations or during the automated coding procedures. The coded 
information may be keyed from edit sheets, computer listings or 
directly Erom the source documents. Information on these 
procedures in the study was very limited. 

4. Qbality Assurance Procedures. 

Most of the coding systems apply either manual quality 
control or computer consistency procedures or both for reviewing 
accuracy and validity of assigned industry codes. 

Manual qua,lity contrbl' procedures are 'used in many of 
the industry coding systems, studied.' During manual coding 
operations, coded cases are systematically selected for 
additi\onal verification for purposes of controlling, coding 
errors. In most casrls, this is a sample verification. However, 
there are situations where a. 100 percent,,review is conducted, 
either because~of the ,size of the unit, or because the industry 



coder is inexperienced, or because the quality control sampling 
specifications call for an initial 100 percent review before 
going to a sample review. 

For example, in SSA systems peer review Of work 
complete:1 by experienced classiEiors is conducted on a sample 
basi:; within the coding branch along with re-review, hy the 
technicians, of errors charged beEore the blocks are returned to 
the classifiers for correction. If the error rate is more than 3 4 * 
percent the coder's block will be reviewed 100 percent. Also, 
trainees' work is reviewed 100 percent by the technician until . , 
the codes' reach a required level Of accuracy. In addition, a I_ 
weekly audit of approximately 1,000 Single-Unit Employer's (Form 
SS-4) and 5 Multi-Unit Employers (Form 5019), which have already 
been subjected to peer review, is conducted/by the Office of \j 
Research and Statistics in order to detect outstanding coding 
errors and problems in the areas of code interpretations and 
procedures. Another example is the Census Bureau's business 
births coding system where the forms are placed in blocks of 100 
and subjected to a 10 percent sample verification. When ,the. 
verifier's code determination differs from the initial code 
assignment the case'is referred to a lead clerk or a supervisor 
for a'final decision. Tf the coding differences reach more than 
2, the block is subjected to reworking. 

Computer consistency and- validity checks are an automated 
method of review found in all of the systems studied. It is 
primarily used to check for invalid codes, inconsistencies in ' 
coding or, continuity of code changes. For example, after the 
codes have been entered in SSA’s single-unit (XI) and multi-unit \ 
(XV) EI files, the industry code for each record is computer 
checked against a list of valid industry codes. Records with 
invalid codes are printed ,out on -an exception listing. These . 
listings are then checked against microfilm of the original 
source documents for corrections:~ Another example ‘of consistency 
review would be that done for the economic censuses where 
inconsistencies are flagged during computer processing through 
edit checks programmed into the-system. , 

In a sense, IQS's 'new partly automated SO1 coding 
procedures could be regarded as ,incorporating a consistency, 
check. In this case, the computer comparison is between the 
current and prior year codes, and a difference indicates the need 

' for manual review and coding of the sample return. . 

' The use of computer checks in the BEA system is somewhat 
different from the other systems in that the computer actually 
generates an industry code using the same procedures as the t 
editor. It then compares it to the editor's code selection in 
order to check for consistency and validity.' 

'H, Description of Systems Relationships 

Existing systems relationships are of considerable importance 
for suggesting further systems utilization. In considering 

,. 
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possible new code sharing arrangenients',it i's useful to know some- 
thing about the linkages' that already exist among the industry 
coding systems that were reviewed by the Working Group. These 
are of two kinds: intra-agency and interagency. Intra-agency 
linkages are not inhibited by legal restrictions; technicalJand 
operational factors determine their feasibility and desirability. 

1.' Intra-agency Linkages 

Census -- Most' of the Census Bureau systems stuiied 
produce industry codes that feed into the Standard Statistical 
Establishment List (SSEL). The preferred source is the 
quinquennial economic censuses; industry codes assigned to 
establishments responding t,o census mail inquiries take 
precedence because they are based on more detailed information 
about the establishments' activities than is available from any 
other source. 

For multi-establishment (multi-unit) companies, industry 
codes are assigned to new establishments and to existing 
establishments with activity changes on the basis of the Company 
Organization Survey. This is done annually for the larger multi- 
unit companies and once between S-year censuses for the small 
ones. Special coding systems have been established for 
unclassified or partly classified units‘ that are added to the 
SSEL ffom administrative record sources. A ,special classifica- 
tion form is,mailed to these units during economic censuses. ln 
non-census years, an attempt is made, in connection with 'the 
annual County Business Patterns program, to classify these -units 
,based on name and on listings in commercial business directories. 
The business births coding system and other current sample 
surveys are additional sources of industry codes based on more 
detailed and/or more recent data. 
industry 

Within the Census Bureau, the 
classification information flows 

once in the SSEL, 
in both directions; 

codes are used to determine eligibility for 
inclusion in a wide variety of current statistical programs., . I 

I i 

. 

IRS, -- 
units: 

The IRS systems cover, 
sorproprietorships; 

three types of business 
partnerships and corporations. For 

each type I there are separate coding operations for revenue 
processing (all-returns) and the Statistics of Income program (a 
sample of returns). The linka~ge consists in the fact that the 
same source documents are used in both systems and that the codes 
assigned in revenue ptocessing are used indirectly in the 
Statistics oE Income industry, coding, as explained in Chapter 
111 .G. 1 

2. Interagency Linkases 

Interagency linkages are subject to legal restrictions. 
In general, codes residing in files of' statistical agencies 
cannot ,be transferred to other agencies for nonstatistical 
purposes. There are alsO severe restrictions on interagency 

" transfers of industry codes from administrative, systems for 
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statistical purposes. Nevertheless, some transf.ers .a+re pertiitted 
and do occur. The more significant ones are listed 5-n Table 3 On 
page 51. This table shows that SSA is an impottan't source of 
both single- unit and multi-unit industry codes for the Census 
Bureau's SSEL, the Federal Trade Commisson (prior to the transfer ~ ',, , 

' OE the QFR to the Census Bureau), and some State Employment 
Security Agencies. For the economic censuses, IRS provides the 
Census Bureau with codes from the revenue processing systems for 
the nonmail units, including all establishments with no paid 

,' ~ 

employees. 
. 

erior to the passage of, the Tax Reform Act bf 1975, the 
Social' Security 'Administration released employer lists, wppikh ' 
industry 'codes, to several Federal agencies, in addition ti 'those 
shown in Table 3, for statistical purposes. Theee lists were 

usually for selected industries and, in some cases, for samples j 

of employers in these industries. At present such releases can 
be-made only to agencies for which specific provisions have been ' 
made in Section 6103 of the Internal Revenue Code. \ 

The transfers from Censk to SSA have-been allowed under 
a U.S. Attorney General's opinion of January 5, 1953, kndwn to 
the agencies involved as the "McGranery Decision,' which allows 
the Census Bureau to update industry codes,for other Federal and 
State government statistical agencies 'for statistical purposes, 
but only for those EI numbers whose identities are already known 
to the agencies receiving the codes. Although this opinion has ' 

' not been rescinded, the last such transfer occurred following 'the 
1972 Economic Censuses, and at the time was used only to update 
industry codes on the SSA Single-unit EI File. ' 

A technical problem, as far as inter-system linkages are 
concerned, is the fact that in the BLS system, EI numbers are not 
available for all States in the central Name and Address File. 
Other technical problems are apparent such as the differences 
between the use of the establishments as the basic reporting unit 
Car multi-unit firms by the Census Bureau, versus the BLS and SSA 
use of a reporting unit which sometimes includes more than one 
establishment. 
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Table 3 .--Interagency Transfers of Industry’Codes 

Trams Ferr lng agency and Receiving agency and 
in&s try coding system industry coding system Coding unit Frequency Wtes 

~_ 

INTERML REKNJE SERVICE, 1. FIWEAU a TtE CENSUS, -Sole Proprietorship -Qulnquen&l Prinrary use 1s 
Revertue Processing (Individual Standard Statistical -Partnership -Annual For classlflcation 

Establishment List (SSEL) -Corporation -Annual of non-mail units in and Business Master Files) ,_ economic censuses. 

’ 2. FEOERAL TRACE CIJWISSION, Corporations knual t Sample of cotpka- 
Qmrte 
Repor t-1 f 

ly Financial tions in selected 
SIC dlvislons. 

, . ----______ 

SOCIAL SECURITY ADMINIS- 
TRAT ION, Single-l&II t 
Employer Identification . 
(EI) File 

1. FEOERAL TRAOE COWISSION, Corporate Employer Quarterly bnple For selected 
Quarterly Flnanclal Birth SIC dlvlsitns. 

\ Report.! 

2. aREAll OF TIE CENSUS, Employer Birth tkMhly To add “blrthsl’ to 
SSEL SSEL . . I vl 

3. STATE EWLOYCENT SECURITY Employer Birth Monthly Department of w 
AGENCIES, Ulemploymer\t 

1 
\ Labor contractor 

Insurance WI) acts as inter- 
mediary. Use by states 
is optional. 

=IAL SECURITY ACMNIS- 
TRATION, Multi-urit EI 
File ‘, 

-1. EMEAU OF TH CENSUS, Employer Semi- Transmittal on Form ~ 
SSEL ’ annually SSA-5019, new of 

revised list of , 
establishments. 

BwEAU OF TIE CENSUS, 
Economic Censuses (SSEL) 

2. STATE EMPLOYMENT SECLRITY Employer Monthly See notes For the 
AGENCIES, UI - two prevlous transfers. 

--- ---I---------e-_- 

1. SOCIAL SECURITY AOMINIS- Establishment Quinquenrlial Most recent trans- 
TRATION, Single and Multi- fers Followed 1972 
Unit EI Files CIjW3JSeS nrld were used 

rMiy t0 IJpdak ~r~th?s In 
4 SlrlCJle ufllt File. 

-- ---I_-- --------_ ------- ---- -- ___________c 
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CHAPTER IV 

QUANTITATIVE INFORMATION (M COMPARABILITY AND ACCURACY . 

_ / 
A. Introduction 

The discussion of Comparability and accuracy of, industrv 
coding so Ear has been largely in qualitative terms. Factors 
which lead to differences between systems 'have been identified.' 
Some of these factors, ,such.as coverage, definition of units, and , classification principles, 'depend primarily on the par titular 
purposes for wh'ich each data system has been developed. 
such as the kinds of source data and the procedures 

Others, 
used for 

coding, depend on the resources available and on the judgments 
and preferences of system designers. Differences also arise from 
errors in carrying out the coding procedures. Several examples 
of features of different coding‘systems hav,e been presented, and 
the reader, on the basis 6f these, 
some intuitive judgments as to the 

may have already begun to form 

different systems. 
relative accuracy of codes in 

' 
The purpose of 

data bearing on tF, 
tnis section is to present some quantitatiqe 

e comparability and accuracy of industry coding 
in -different systems. The data come from both: 
published and unpublished sources, 

presented 
the latter consisting largely 

of items supplied to the' Industry Coding Working Group by the 
agencies participating. Section B., covers 
macro-comparisons, i.e., comparisons of 

inter-system 

industry from different systems. 
aggregate data by 

Section C. 
Erom inter-system 
industry 

micro-comparisons, * 
presents results 

codes from different 
Section D. 

systems ';",;' 
comparisons of 

identical, units. 
presents 

individual systems. 
information on components of error in 

5. Inter-system Macro-comparisons 

It is-fairly routine for agencies to compare aggregate data 
for items such as employment, payroll, and receipts, by industry, 
with similar 1data produced by other 
within the agency. 

agencies or other systems 

expected to 
Generally the data sets compared cannot be 

agree fully because there are differences in 
,coverage, concepts and definitions; nevertheless, comparisons are 

sometimes useful as a means of detecting gross errors in one or 
both data sets: . 
diagnostic device. 

Such comparisons may be regarded as a rough 
The location and correction of specific 

errors--require a more detailed examination of the cells in which 
large differences occur. 

Observed differences in aggregates do not provide. any direct 
.information about the accuracy of industry codes in the systems 
compared; however, 
units may explain 

differerices in industry ,codes for identical 
some proportion of the differences in the 

aggregates, and this has often been found to be so when 
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individual unit .comparisons have been made (see Section C.). I 
Ideally, a useful sequence of investigation would be: 

1. Review descriptive material on 'the coverage, concepts 
and definitions of the data sets compared. 

2. Compare data sets at a broad level, ,e.g., national , 
totals by SIC division or major group. 

3. Where large differences are observed, smake .comparisons 
at a lower level of aggregation, e.g., by State and a 
industry group or industry. 

4. For the cells with large differences, match individual 
units from the two systems and .compare the data items 
and industry codes. 

This idealized approach runs into practical difficulties. 
Analys'is of results obtained by matching individual units is , 
often technically difficult and costly, and th'e ability to mat+ 
may'be limited by agency confidentiality requirements. 

,One example of this general approach is found in a 1961 
report from the Bureau of 'the Budget. The 1947 Census of 
Manufactures produced employment figures about 7 percent below 
those of ALS'S Current Bmployment Statistics. I The Budget 
Bureau's Division of Statistical Standards established an' inter- 
agency workini group to explore the reasons for the ndifference. 
The working group undertook case studies of how 60 of the largest 
companies in manufacturing were reporting employment data to the 
Census Bureau and BLS. These studies eventually led to several 
clarifications of and changes in the establishment definition, 
the treatment of administrative offices and auxiliary- units, and 
the structure of SIC categories within the Manufacturing 
Division. About 35 of the 60'companies studied agreed at the 
time "tb report on a uniform basis for the same list of 
establishments to all the agencies." The 1954 Census of 
Yanufactures produced employmqnt figures that differed by only 
182,000 (about 1 percent) from those of BLS. The author of the 
report took this result as a demonstration that "the work over 
the years had not been in vain" (Bureau of the Budget, 1947). 

Another comparison which led to ,a ‘matching study involved 
payroll statistics from the retail portion of the economic 
censuses for 1958 and 1963 (Bureau of the Census, 1965b); The F 
Census data were compared with data from the Bureau of Employment 
Security (BES) for 19 States in which coverage rules in the two 

systems 'were believed to be the same. The BES totals exceeded e 
those from the Census Bureau by 5.8 percent in -1958 and 7.2 
percent in 1963. This led to a matching study for the State of 
Delaware, which is discussed in Section C. 

The Bureau of Economic Analysis made extensive comparisons of 
aggregate data on employment and wages by industry from several 
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sources in connection with a Study for the Department of Labor on 
the usefulness of SSA's Continuous Work History'Sample (Bureau of 
Economic Analysis, 1972). These comparisons, which involved data 
from the Continuous Work,iIis tory Sample (both the 1 percent and 
10 pkrcent versions), population censuses, the County Business 
Patterns program, and the Unemployment Insurance system, are 
summarized in another 9EA report (1376, Chapter VII, A Comparison 
of the C'WIS with Other Data Sets). The observed difEerences are 
the 'result_of several different factors, SO it is impossible to‘ 

"draw any firm concl;;t;;s from the data about differences in 
industry coding. - are very large differences between 
systems in the,number of persons ,employed in service industries. \ 
The authors of the report say that 

CWHS services employment tends to *be higher 
because of the inclusion 'Of many public 
service workers (for example, in educa:::;:; 
institutions or hospitals) who are 
classified as government workers in the CBP 
and UI data -or are excluded (p. 92).' ' , 

Government establishments arc, ini fact, excluded. from County 
Business Patterns data, so the main implication is that the SSA 
and BT,S systems, both of which include government establishments, 
may have assigned different classifications to some of them 
during the period covered by these comparisons (ma,inly 1971 and 
1973') . 

- Other more recent aggregate or macro-comparisons are 
available in both published and unpublished Eorm (for examples of 
published -comparisons, see Office of Federal Statistical Policy 
andlstandards, 1977a, p. 29, and 1980; Metropolitan Washington 
Council of Governments, 1977; and Harris, 1981), but they do not 
offer any additional enlightenment on comparability and accuracy 
of industry coding in ,different systems. 

C. Inter-system Micro-comparisons: General 

This section and the two following sections 'cover the 
comparison of industry codes for individual units in different 
systems that cover,. at least in part, the same business 
establishments or enterprises. Such comparisons may involve two 
different data "bases or coding- systems in the same agency, or 
they may involve systems in more than one agency. Some 

'comparisons occur as a relatively low-cost by-product of routine I 
processing operati’ons; others require special qrrangements for 
matching records from two or more systems. 1 

Most micro-comparisons require two steps. The first is a 
matching operation to identify records for corresponding units in 
the, systems compared. The matching normally produces a certain 
proportion of one-to-one or, "perfect" .matches,, i.e., pairs' of 
records, one from each sys,tem, which clearly are for the same 1 
establishment or other unit. For these units, the second-step is 
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a straightforward comparison of classifiers, including SIC codes, 
and data items. There will also usually be cases where the 
relationships between units in the two systems are more complex, 
e.g., one unit in system A may correspond to a grouping of two or 

_ more, units in, system B, etc. In such cases, , a clear 
interpretation of differences in industry codes is not always 
possible. _ 

The comparison of industry codes must, of course, take into 
consideration the inherent differences in the industry coding 
principles and procedures used in the systems being compared. In - 
particular, if SIC industries dare grouped or subdivided-in one or 
both systems, comparable groupings for the two systems must be 

I established. , 

What can be learned 
industry codes? 

from inter-system micro- cOmparisons of 
Strictly speaking, the fact that two systems 

have assigned different industry codes for the same establishment 
indicates only that at least one of the codes is incorrect. 

' Conclusions as to the accuracy of either system or their relative 
accuracy require either examination of the 'reasons for 
differences or an a priori judgment that one system assigns codes ' 
more accurately. 
justified. 

Such. ad priori , judgments ate sometimes 
For example, In ustry codes assigned by IRS in its 

Statistics of Income Program should, on the average, be more 
accurate than those assigned in IRS’S revenue 
operations, because the SO1 

processing 
coders make fuller. use of all. 

information available for classifying each unit. I' 

When individual differences are examined it is often possible' 
to determine why they occurred and what the,correct code 'is. 
Such analyses are time-consuming and generally cannot be done on 
a large scale., 
first, 

Nevertheless,' they can be useful in two ways: 

of 
to improve inter-system,comparability by uniform treatment 

large units; and second,, to' suggest changes in coding 
principles and procedures in either or both systems in order to 
improve their accuracy and comparability. 

D. Interagency Comparisons Between Systems 

A very early example (Bureau of the Budget, 1947) is reported 
as follows: _ ~ 

In 1939 the Central Statistical Board mahe ,an 
experimental study of 103 largest enterprises 
(10,000 and more employees), in which the 
industrial classification of each'agency'(SEC, 
SIR, SSB) was, translated into the Standard 
Industiial Classification and examined for 
agreement. Result of examination of the li$t I 
of 103 enterprises: 76 were. listed by 3 
agencies, 25 -- by 2, and 1 -- by 1 agency. 
Out of 76 listings by 3 agencies, 70 cases, 
were in complete agreement and 6 cases in dis- 

_ agreement. Of the 26 listings by 2 agencies, 
20 cases agreed and 6 disagreed. 
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'The Bureau 'of the Census (1951) describes a special study 
calpried out in connection with the reconciliation oE codes 
assigned in the 1947 Census of Manufactures with'those in the SSA 
(then known as OASI) Systeh. This study covered a sampie of 600 
establishments classiCled as manufacturing by Census and non- 
manufacturing by S5;A, Of Vice versa. It was found impossible in 
most cases Lo reach agreement on the proper classification by 
examining the information on the two agen,cies' source documents. 
Therefore, new 'forms were sent to each establishment to obtain 
current data. When the, forms were returned, each establishment 
was classified independently as manufacturing or nonmanufacturing 
by both agencies. The results are shown in Table 4. Considering 
that the sample cases were generally on the borderline between \ 
manufacturing and nonmanufacturing, there was relatively good 
agreement. The report takes these results as evidence that 
differences in source documents can often lead to assignment of 
different codes. 

Table 4. Results of Independent Coding of Establishments by 
Census and SSA 

Outcome 1 'Number of Sstablishments 

Total in sample . . . . . ..A.............*. 600 * 

Out of business since 1947............ 91 

Insufficient information.............. 51 

Balance . . . . . . . . . . . . . . . . . . . . . . . . ..h..... 450 

Identical OASI-Census 
classification.....;............... 464 - 

Different Census-OASI classifica- 
tion, the Census or CASI classi- 
fication being'preliminary 
subject to change pending 
additional information............ 21 

Census-OASI classification - 
difference . . . . . . . . . . . . . . . . . . . . . . . . . 33 I 

Another Bureau of the Census. (1965a) study provides a 
comparison of industry codes assigned to a sample of about 2,000 
employed persons, based on -information reported by or for them in 
the 1960 Population Census, with industry codes assigned to their 
employers by the SSA. 'Matching was based on employer names and 
addresses reported in the Ce‘nsus. : Results are reported for 14 
industry categories -corresponding, for the most part, to SIC 
divisions. Of the matched cases with industry codes, about 15.1 
percent (weighted estimate) were classified by SSA and Census in 
different categories. The category most clearly prone to error 
was wholesale'trade, for which the Census estimate (based only on 

. r 
’ 
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matched cases) was 43 percent below the SSA estimate., and the 
estimated index of inconsistency (a measure of variability) was 
53. It is doubtful that the results of this Bmployer Record 
Check by,themselves could be used to reach any firm conclusions 
about which system contained more accurate classifications. The 
SSA's industry codes come from several different sources; it 
would have been of some interest to tabulate the observed 
differences and ,rates'separately for each major source. Both the 
Census and the SSA source documents had inquiries specifically 
designed to distinguish wholesale and retail trade. However, the 
Census inquiry assumes that the respondent knows the difference 
between wholesale and retail trade, as defined in the SIC, 
whereas the SSA source document inquiries do not. 

Still another Census Bureau (1965b) study was undertaken 
because of differences in aggregate payroll figures for retail 
trade from the 1958 Economic Censuses and the current statistics 
from the Bureau of Employment Security (BES). Individual records 
for the State of Delaware from the two Systems were matched. A 
sample of about 100 retail establishments from the 1963 Retail r 
Census was matched against the full BES file, and about 200 
sample cases 
Census. 

from the BES retail file were matched against the 
Matching in each direction required some grouping of 

census establishments from the same company in order to conform 
to the BES reporting format. All matched cases with differences 
in SIC classification were reviewed jointly by Census and BES 
personnel, using source documents. If information from the two 
sources was contradictory, telephone calls were made to establish 
the correct SIC classification. 

Table 5, taken directly from the Census Bureau's report 
(1965b), shows the reasons for those cases in which it was 
determined that an establishment or 
incorrectly 

reporting unit was 
'included in or excluded from the Delaware retail 

universe by one of the two agencies. The table shows that all of 
the RES errors and nearly two-thirds of the Ce'nsus errors (in 
terms of payroll) 
SIC division. 

resulted from classifying a unit in the wrong 

resulting 
The estimated net overstatement of retail payroll 

from incorrect classification by BES was about 7.6 
percent, And the net understatement by Census was about 1.6 
percent. Among the units clas,sified in retail trade by both 
Census and BES, about 2 percent of payroll was accounted for' by 
un:its classified in different major groups within retail trade. 
The results pointed clearly to SIC classification differences as I 
an important factor,leading to differences in aggregate .data.from 
the two sources. 

As the Census Bureau started to make greater use of \ 
administrative,~records in the economic censuses during the i95O's 
and 1960's, various studies were carried out to evaluate the 
quality of the administrative record data. 
(Bureau of the Census, 

One such study 

single-unit 
1968) compared final industry codes for 

establishments in the 1963 Economic Censuses \with 
mailing list codes obtained from SSA. The latter codes had been 
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‘I‘ll I) I (’ 5 . Summary of Errors 3s o Result of Kcconcillng US nnJ 
Census Records on Delaware Retail kayroll in 1963 

_ (Payroll in thousands of dollars) 

Erroneous exclu- ErroneoGs inclu- Net overstatement 
sioa from sion ‘in Delaware Iof Delaware retail 

Nature Of error - Delaware retail retail uniiferse universe 
universe \ 

A. BES Error 

1. 

2. 

3. 

4: 

5. 

Wholesale unit 
of retail multi- 
unit included..... 1,154 

Coaed uholesale-- 
should be retail.. j l,i59 

Coded retail-- 
should be service . 

dosed retail-- 
should be 
wholesale......... 

205 

6,336 

Coaed retail-- 
shoula be 
manufactures . . . . . . 

I 

. 

1,033 ’ 

Totals . . . . . . . . . . . 1,759 8, i28 6,96Y 

, 

. 
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1’3171 t’ 5. ( Summary of Errors as a Result of Reconciling BES and 
Census Records on Delaware Retail Payroll in 1963 (continued) 

(Payroll in thousands of dollars) 

.-- 

Nature of error 

Erroneous exclu- Erroneous‘ inclu- 
sion from sion in Delaware 

Delaware retail retail universe 1 

Net overstatement 
of,Delaware retail ~ 

universe 

I 
universe 

I 1 

B. Census Error 

1. 

2. 

3. 

4. 

5. 

h,. 

- 7. 

6. 

4. 

Coued retailr- 
should be service.. . 372 

Coded retail-- 
should be uhole- 
sale............-.... 867 

Coded service-- 
should be retail...- 297 

Coded uholesale-- 
should be retail.... '1,203 ; 

Coded manufac- , 
tures--should _ 
be retail............ 387 

cvllcu InIt-vl- 
hCt,IJC by SSA-- 
Slwuld be retail . . . . b47 / - ‘, 

NV tl number 
fvundl In SSA file... 105 

In' Census mailout- 
not in tabulation.... 

1 

272 . 

Combined in the 
reports for other ? 

’ States.............. 1,820 
-. 

Totals............. 1 4,731 1,239, 3,492 : 

Source: Bureau of the Census (1965). 
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,derived by SSA in part Erom the 1958 Economic Censuses .Inrf in 
part (primarily Ear "births", after 1958) dir'ectly from employers 
Erom the SS-4 (Application for Employer T3entification Number) or 
a Eoll,owup inquiry. 

Table 6 shows the main results Of this comparison. Of the 
1,958,ooo census mail cases matched to the SSA single-unit ' 
omfiloyer file, 279,,000, or about 14 percent, ha.3 not Seen 
classified to the d-digit SIC level ,by SSA. Of the remainder, 
83.0 percent were given a final -censusFcode the same as that in 
the SSA file. Another -11.5 percent were assigned to the same 
division; for the remaining 5.5 percent there,was not agreement' 
at any level'of detail: 

other results showed that SSA-based mailing list codes were 
changed at almost the same rate whether they were based on the 
1958 Economic Censuses (15 percent) Or on information obtained by 
SSA directly from employers (18 percent). 'The implications of 
this finding are not clear, because changes resulting from real 
activity shifts are confounded with those resulting Erom 
incorrect classification. However, on a priori grounds, one 
would expect fewer~ differences resulting 
shifts in- the latter group. 

from real activity 
Of the 279,000 employers not 

classified by SSA to the 4-digit level, 205,000 were in retail 
trade, and 165,OOO'of these (over half of the total) wkre in 
eating and drinking places. . 

In a study following the 
the Census, 19691, final 

1967 Economic Censuses (Bureau of 
economic- censuses SIC codes were 

. compared pith codes assigned by IRS in revenue processing. This 
study was based on a sample of’ 22,443 retail, single-unit sole 
proprietorships< with employees and for which the IRS principal 
industrial activity (PIA) codes were available. Presumably this 
group, was 
because 

selected to avoid multi-unit matching problems and 
the Census and PIA codes for sole proprietors are more 

directly comparable than they are for some other SIC divisions. 
Also, the smaller units are of greatest interest because' there is 
a greater potential for relying entirely on tax returns to obtain 
economic census data for 'these units. 

Results of the comparison were shown for 37 industries and 
industry groups in retail.trade for which a direct comparison of 

'census and PTA codes was possible. 
census SIC codes, 

For the 37 groups based on 
it was found that only 5 groups had the same 

PIA code for more than 80'percent of the establishments. There 
were 16 groups that had different codes for more than half of the 
establishments. Distributions of the number of establishments 
and value of sales byaindustry group showed that there irould have 
been substantial differences in data by industry had the PIA 1 
codes been used in place of the census SIC codes for these 
establishments.. ! 

/ 
In this instance, it seems reasonable to assume that 'the 

' census SIC codes were generally'more accurate than the PIA'codes, 
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Table 6. Results of Comparison Be&e& Final Industry Codes and 

SSA-Based Mailing,List Codes: 1963 Economic Censuses 

, 

Result of comparisons 

< 
Establishments 

Number Percent of Percent of matched -, 

(000) total 
claerified to 

l-digit t 

Total single-unit estab- 
lishments in CensusesZ.... 

; 
Not matches to SSA.....o-~*- 
Matched to %A.............. 

2,117 

159- 
1,958 

100.0 

7.5 
92;s 

Not classified to 4- 
digit level by %A....== 

Classified to 4-digit 
level by %A.....;...... 

. Same 4-digit code....... 
Same 3-oigit, differ- 

ent 4-digit........... 
Same 2 digit, aiffer 

ent 3-digit........... 
Same SIC division, 

different P-digit..... 
In scope ot Economic 

C6!n6U666, different 
division . . . . . . . . . . . . . . 

Out of scope . . . . . . . . . . . . 

279 

1,679 

1,393 

67 

70 

57 

13.2 . 

79.3 

65.8 \ 

3.1 

3.3 

2.7 

78 3.7 4.6 
15 0.7 , 9.09 

100.0 

83.0 

,4.0, 

4.1 

3.4 ' 



since the former were based on considerably more detailed 
information about each establishment's sales by merchandise line. 
This assumption' is supported by the fact that PIA codes were more 
common in some of the more general and ."catch-all" categories, 
such as hardware stores, grocery stores, miscellaneous food 
*stores, and, miscellaneous retail stores, not elsewhere 
classified. The last two probably represent a misuse by IRS of 
these categories, which are intended to be used for clearly 
defined activities which do not fit into any homogeneous grouping 
within the SIC major group. 

Recently, the Statistics of Income Division of IRS and the ~_ 
Office of Research and Statistics of SSA have been undertaking- 
joint studies with a view toward possible reduction of the 

'overall volume of their coding operations through #code sharing. 
One -of these studies (Internal' Revenue Service, 1982) compared 
industry codes assigned to a small sample of sole proprietorships 
reported on Form 1040 Schedules Cand F for 1978 with SSA codes 
for those that could be matched in the SSA single-unit employer 
file. The assignment of codes to these cases by' IRS was done 
using standard Statistics of Income procedures, i.e., -making use 
of all relevant information on 'the Schedule C or F. For 149 
cases for which the IRS and SSA industry codes could‘,be compare~d, 
the ,results were as.follows: ' , 

Exact match (at the finest level of detail possible 
considering differences in the coding systems)........ 87 

Partial match (matching on at least the first digit, 
I but not an exact match) ,................................. 15 

. 
No match (different first digits).......................' '47 

Total 149 
. 

This was a small stratified probability sample of Schedules C and 
F, and the results were not weighted to reflect the different 
sampling fractions used. 'Even so, it is probably safe to 
conclude that there is at present only -limited comparability 
between the codes for sole proprietorships' in the IRS and SSA 
systems. One can only speculate about the relative accuracy of 
classif ication in these systems. In general, the SSA codes are 
based on greater detail, but the information used by the IRS for 
coding is more recent. 

P a. Intra-aqency Comparisons-Between System6 

Prior to the development of the SSEL, indu'stry classification 
of establishments by the Census Bureau in economic censuses and 
current surveys was less fully coordinated than it is now. One 
example of this is provided by a study -(Bureau of, the Census, 
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1951) in.which industry codes for 500 single-unit,establishments 
from the 1949'Annual Survey of Manufactures were compared 
codes assigned to the same units in the 1947 Census 

wi;$ 

- Manufactures. For the 57 cases (11.4 percent) with code 
differences, the census and survey schedules were analyzed to 
discover the reasons for the differences. The results are shown 
in Table 7. 

' Table 7.' in Analysis of 1947-1949 Code Changes for 500 
%tablishments in Manufacturing i' Single-Unit y 

'Number of Percent of 
-Item estab all cases Percent of 

. lishments examined code changes 

Total nun&r of schedules examined... 500' 100.0 xxx 

Total tale changes, 1947 to 1949..... 57a 11.4 xxx- 

Classified cases . . . . . . . . . . . . . ...*.. 52 10.4 100.0 \ \ 

Response differences ............. 33 6.6 63.5 
Coding differences.........., ..... 4 0.8 7.7 . 
Activity changes 1947-1949 ....... 14 2.8 26.9 
Death-birth ...................... 1 0.2 1.8 . 

UnclassiEied cases................. 5 1.0 xxx 

%oes not include pssible oode changes for establishments (estimated 
7 percent of Wzal) reporting product aznbinations affecting their . 
industry classification. 

The, striking finding is that less than one-third of the 
apparent changes turned out to be real. Most of the others could 
be accounted for by the, use of different source documents and 
product categories, and by coding errors. 

A more comprehensive analysis of- the 30,000 "large" 
establishments in the 1949 Annual Survey of Manufactures sample 
showed that real changes in primary activity at the 4-digit SIC 
level occurred for only 995, or 3.3 percent. However, there were 
an estimated 2,000 to 3,000 additional cases for which "...it was 
found that what appeared to -be reported changes in primary 
activity were actually response differences relating to the same . 
primary activity in both 1947 and 1949." c 

Another report from Census Bureau (1963) describes an 
intensive analysis of differences between the 1958 Cenqus of - 
Retail Trade and the monthly.retail trade sample survey covering .' 
the same period. Total retail sales from the two sources showed 
a net difference <of less than 0.5 percent; however, differences 
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for some kinds of business were considerably greater (e.g., 10.0 
percent for gasoline service stations) and the analysis showed 
that ther‘e were significant compensating differences with respect 
to coverage, classification and reported sales. 

Classification differences were of two types: between SIC 
division and within the retail division. In the first Instance, 
establishments were classified as in retail in the census and not 
in retail in the yurrent survey, or vice versa. Da'ta on the size 
of these differences, 'for the kinds of business most affected, ,, 
are shown in Table 8. 

For the most part, these differences involved shifts between 
retail and, wholesale trade.' However, in the case of 'milk 
distributors (part of the category "nonstore retailers") and 
bakeries,. the shifts were largely between retail trade and, 
manufacturing. 

Table 9' shows classification differences by major kind of 
business for establishments classified as retail in both the 
census and the current survey. %(As in Table 8, the large 
multiAunit retail firms were excluded.) The largest relative net 
shift was for nonstore retailers; this ~category was used to a' 
much larger extent in the Census, than in the current survey. The- 
second'largest relative net shift was for general merchandise 
stores. 

Examination of similar data'for '30 detailed kinds of business 
classes showed indexes ‘of gross shift of 0.30 or more for the 

' following: hardware stores; general merchandise groups; variety 
stores; meat markets; tire, battery, and accessory stores; family 
clothing stores; household appliance stores; drinking places; and 
nonstore retailers. A shift between meat markets and grocery 
stores occurred because of a difference in ,definition. The 
census classified any store having 50 percent more of its sales 
in meats as a meat market, whereas the cutoff for the current 
survey was set at 80 percent. In the case of drinking places the 
shift was primarily between eating places and drinking places. 
The BLS and SSA systems combine these two dategories because of 
the difficulty in distinguishing between them. 

The Statistics of Income Division (formerly Statistics 
Division) of the Internal Revenue- Service has made several 
studies comparing industry codes contained in 'the IRS master 
files (tSose assigned in revenue processing) for all business 
returns with those assigned in the Statistics of Income program 
to businesses included in the so1 samples for sole 
proprietorships, partnerships, and corporations (Internal'Revenue 
Service, 1973, 1974; Powell and Stubbs, 1981). 

In general, the SO1 codes are believed to be more accurate 
-than the master file codes, since the SO1 industry codes make 

fuller use of all relevant information on the returns and resort 
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Table 8. Indexes of Shift for in Scope and Out of Scope 
of Retail Trade by Kind of Business 

Kind of Business 
Index of Shift 
Gross ] Net, 

United States, total ............................. 

Lumber, building, hardware and . 
farm equipment .................................. 

Lumber yards .................................. 
Hardware stores ............................... 

Retail bakeries .................................. 

Tire, battery and accessory stores ............... 

Gasoline service stations ........................ 

Household appliance stores................, ....... 

Other retail stores .............................. 

Nonstore retailers . ............................... 

.07 

.17 ' -.Ol 

.12 -.05 

.07 -.07 

.29 9.17 

.22 / -.13 

-07 -.03 

-23 -10 

.22 -.08 

.35 -.03 

-.02 

Note: ‘These indexes are defined as follows: Index Of gr,Oss shift 
(A. + Bi) / l/2 (Xi + Yi); index of net shift (Ai - Bi) / 
l/i (Xi + Yi) where 

Xi = the census total for kind of business ni" 

Yi= the current survey total for kind of business "i" _, 

Ai = sales of establishments,in scope of census and 
out of scope of current survey 

Bi = sales of establishment& in scope of current 
survey and out of scope of census 

P 

t 
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Table 9. Major Kind-of-Buiiness Cross-Classification of Croup 1 Retail Trade Establishment 
Sales in Census and in Current Survey: United States, 1958 

Willionr of dollara; current rurvcy ralca crtimatcr throughout) 
_ * 

T Cenaua major kind-of-businees clarsifieation _ 

1,186 

Appitcl, 
l cceo- 

roty 

etotco 

Futni- 
tute, 

home 
futnirh- 

ings, 
appl i- 

ancc 
atorce 

._ 

Food Automo- Carol inr 
rtorcr tive rcrvicc 

dcrlcrr etationr 

Lumber, 
building, 
harduate, 

farm 
equip- 
ment 

derletr 

Current rurvey 
mm jor kind-of- 
burincra clarri- 
f icatioo 

General 
merchan- 

dire 
atorer 

68t ifI6 Dru6 and 
and proptit- 

drinkin taty 
placer rtorcr 

Total 

. -_ 
Total.. . l . . . . 

‘Lumber, bulldine, _ 
hardurtt , farm 

. equrpment . . l . . . . . 

Ceoeral nrchao- 
dire rtorer . . . . . .i 

Food rtorcr . . . . . . . . 

Autckotivt dttLtri l . 

Garoliat l trvict 
l trtionr~....~*~* 

Appmtl, tcctttory 
rtorer . . . . . . . . . . 

futniture, @me 
furnirhingr, 
rpplirncer . s. l l l l 

Eating-and dtinkiw 
placer . . . ..*...a 

btu6 8nd 
proprietary ~, 
rtorer . . . . . . . . . . 

Other retail rtotcs l l 

IGnrtore retailerr l l 0 

131,544 10,526 6,944 26,304 29,616 12,606 6,651 

1 

8,U51 12,308 5,601 13,343 

10,345 9.719 32 1 15 66 75 34 6 139 

8,348 63 7,128 403 1 6 469 125 5 1 51 

26,532 5 164 24,996 6 203 3 3 166 62 lb6 

30,0?0 158 13 21 29,536 183 . . . 25 25 . . . 1Oj 

12,874, 56 106 237 85 12,009- 
,~ 

. . : 2 186 10 160 3 

575 

68 

111 

76 

154 .s 

I 
2 

5 
I 

9 1 2 8,225 3 3 4 63 5? 

49 
i 

299 

_’ 
43 4 19 7,506 13 6 206 153 j 

5 52 -26 3 11,632 10 239 40 

, 

lb 

255 

10 

.*. . . . 

62 61 

. . . . . . 

20 

122 

. . . 

37 ? 5,366 18 

194 216 122 12,174 

. . . I’... . . . 

3 

369 

218 

6,942 . . . 

6,390 223 

12,306 2 52 

5,524 

,13,984 

229 

1 36 

239 170 

. . . . . . 

Note: the emtimater in thir table are subject to rampling error and biaa. j 



to commercial directories ip some cases.- For partnerships and 
corporations, the master file codes are usually those entered by 
taxpayers. 

Table 10 shows results, at the SIC division level, -from two 
studies that compared SO1 an< master file codes. The measures 
shown are based only on those cases for which.a valid industry 
code, other than not allocable by SIC division, was assigned in 
both systems. There were no valid industry codes in the mast= 
file for 20.1Xpercent of the sole proprietorships.and 9.1 percent 
of the partnerships. The measures shown in Table 8 are based on 
unweighted tabulations of SO1 sample cases; hence, 'the larger 
units are underrepresented. 

Rased on Tabie 10, it<can be observed that: ' 

-- There are large differences between the.$wo systems, and 
the large indexes oE net shifts for some SIC divisions show that 
these, differences do not always tend to balance Out. It is 
difficult to agree with the statement in one of the\IRS reports 
that "On a broad basis, the two coding systems yielded fairly 
comparable a results" (Internal Revenue Service, 1973). 
Considering that both systems used the same source documents, the 
differences might be considered surprisingly large. 

-- The master file codes 'for partnerships were largely 
those supplied by the taxpayers, whereas- for the sole 
proprietorships the codes were derived by tax examiners from the 
activity descriptions on the returns. NO firm conclusions about 
the relative accuracy and reliability of these two coding 
procedures can 
certainly 'no 

be drawn from these data; 'however, there 'is 
clear evidence that self-coding produces worse 

results. If anything, the data point to the opposite conclusion. 

-- AS note? already- in several other studies, the 
differences associated with wholesale trade are especially Iar,ge. 

Further examination of the detailed results shows that the 
largest indexes of net shift between SIC divisions were accounted 
for primarily by: 

-- Sole proprietorships classiEied in agriculture in the 
master file and in wholesale trade or services in the SO1 coding. 

-- Sole proprietorships classified in retail trade in the 
master file and in wholesale trade in the SO1 coding. 

1 - -  Partnerships classified in transportation and public 
utilities in the master file and in services in the SO1 coding; 

4 



Table 10. Differences Between IRS Master File and Statistics of Income (SOI) 
Industry Classification by SIC Division and Type.of Organization 

I 

Agriculture, totertry, fiehin8..... U.90 

Mining . . . . . . . . . . . . . . . . . . . . . . . . . 0.21 

Conrtruction . . . . . . . . . . . . .-. . . . . . . 0.23 

Index of grosr shift1 

Partnctrhipa 
1911 

U.25 

o,i2 

,o. I6 

0.32 

0.44 

0.34 

0.10 

0.09 

0.20 

Vlmu‘f retur ina . ..*****.~*....~*.* O.il 

Trmrportrtion, public utiliticr ..* 0.31 

Yhoterrlt trade.. . . . . . . . . . . . . . . . . 0.14 

Rttri’l trade .*........*.*........ 0.20 

Pinrnct, tnsut’ance, teal trtrtt . . . . 0.20 
. 

/ 
Servicer . . . . . . ..*.......*....... 0.14 

lnder of net-shift1 

Sole propti- 
l totehipr Partnerships 

1969 1971 

. -u.32 .-0. IL 

o.ud -0.12 

-o.otl -0.01 

0. IY O.‘U 

’ 0.09 0.20 

’ 0.53 0.18 
.I 

-0.05 * 

0.05 0.06 

-0.04 -0.13 

Percent master file 
agreement vith SO! 

f, 

~ 74.1 94.1 

85.6 . ’ 94.9 

92.3 95.3 

59.2 . 79.5 \ 

18.2 
71.0 

I 
m 
W 

49.8 76.2 I = 

92.8 95.0 

88.0 93.0 

94.9 , 96.1 

l Abaolutt value lera thmn O.OU5 

lste definition given for table 6. Negative value for nei rhift means marter file count in category Rreater than SOI count. 

Sourctr: Internit Revenue Service, 19?3 and 1974. 
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The results shown in Table 10 were based only'on cases for 
which a return was classified in different SIC divisions in the 
two systems. Table 11 shows, by SIC division, the percent of 
cases classified differently in the two systems at the division, 
major industry, (two-digit), and industry group (three-digit) 
levels. TJnlike Table 10, this table includes-those SO1 sample 
returns for'which there was no valid industry code in the master I 
file. As a result, the division level percents, for sole 
proprietorships and partnerships, in Table 11 are lower than those 
in Table 10. 

By definition, the percent agreement must decrease or remain 
the same as the level of detail increases ,from division to major 

i 

industry to industry group. Looking at how much the percent of 
agreement drops off frdm one level to the next is a useful way of 
finding out where special coding problems exist. Two examples of 
this are: 

-- For partnerships in agriculture, forestry and fishing, 
agreement drops off from 86.9 percent at the major industry level 
to 61.9 percent at the industry group level. This was primarily 
the result of returns classified as farms in' both systems but 
classified in different farm types (field crop; fruit, tree nut, 
and vegetable; livestock; animal specialty; and other). 

-- For sole proprietorships in finance, insurance,- and real 
estate, agreement drops off Erom 67.1 percent at the major 
industry level to 40.2 percent at the industry group level. This 
resulted primarily from a,group of returns classified in real 
estate in both systems, but classiEied differently to the seven 
industry groups used within the major industry. 

Table 12 shows data on the extent 'of.agreement at the major 
industry ,level between master file and SO1 industry codes for 
corporations in tax years 1972 and 1973, by SIC division. The 
percent agreement was lower in 1973 in all divisions except 
transportation and public utilit‘ies. For four divisions' -- 
agriculture, forestry, and fishing; construction; wholesale and 
retail trade; and finance, insurance,. and real estate--the 
percent agreement was substantially lower in 1973. The probable 
explanation for these results is that the 1972 revision of the 
SIC was first implemented by IRS for tax year 1973. The revision 
required several changes in the list of activities and codes 
Trovided to taxpayers for self-coding on their returns. In all 
probability, a substantial proportion of taxpayers simply copied 
their industry codes from their ,previous year's return without 
referring to the instructions to see whether the code was still ' 
appropriate. This is borne out by a tabulation of the master , 
file codes for 1973 showing that no fewer than 46.3 percent of 
the 4-digit industry codes in the Business Master File' were ' 
invalid (Internal Revenue Service, (1975b). 
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Table 11. Percent of IRS MasFer File Codes Agreeing with SOI Codes, by Type of Organization and Level of Detail’ 

I Percent sgreemrnt with SO1 codes at 

SlC division 

Agriculture, forcetry, firhing.. . . . . . . . . e 50.7 90.8 79.0 36.3 

’ Mining .***......*.......*.*.......... -40.1 85.5 88.2 39.4 

Construction ..a....,.................. 84.5 89.2 BY.2 73.9 -_ 

Manufacturing .**......,*.**........... so. 1 69.1 88.2 34.7 

84.1. 07.1 HA HA 
, z 

82.9 89.2 68.1 79.8 ;j ,- 
I 

37. I 72.8 NA NA 
. 

tranrportrtion, public utiliticr . . . . . . . . . 62.9 64.1 75.7 55.0 61.2 70.6 54.7 . 59.7 1 ~ 

Division level 

Sole pro- 
prietor- Partner- , Corpor- 

chips rhips at ions‘ 
196Y 1971 1912 

Major group -level ’ Industry group level 
(Z-digit) (3-digit) 

86.9 78.3 35.0 61.9 

Wholcrrle and retail trade .I.. . . . . . . . . . . . 15.3 83.9 al.7 62.9 ’ 73.6 ’ 75.4 ’ 57.5 71.3 

Finance, inrurance, real l rtate...~.~.=~* 71.5 83.5 84.7 67.1 74.7 75.0 40.2 a;.9 

Servicer l . . . . . . . . . ..*.......*......... 81.1 90.3 91.7 12.9 82.4. 71.6 68.8 77.0 

NA--lRS doer not clrsri!y to 3-diiit level in there’divisionr. 

lS01 aample returns tiith no valid Master File codem’are included in the base 8 and are counted av not in agreement. 

Source* : Internal Revenue Service, 1973 and 1974; Powell and Stubbs, 1981. . 

. 
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Table 12. Agreement of IRS Master File Codes with SO1 Codes at 
Major Industry Level for Corporations: Tax Years 1972,and 1973 

Percent agreement I SIC Division with; SO1 Codes 
1972 I 1973 

Agriculture, forestry, fishing............. 78.3 ., 29.5 

Yining . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 87.7 86.2 . 

Construction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89.2 , 52.1'. 

Manufacturing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72.8 72.3 

Transportation, public utilities.......... 70.6' 75.7 

* Wholesale and retail trade................ 75.'4 41.0 

Finance, insurance, real estate . . . . . . . . . . . 75.8 - -64.7 

Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71.6 70.1 

Sources: 1972 data--Powell and Stubbs, 1981 
1973 data--Internal Revenue Service, 1975a 

F. Data on Industry Coding Error in Individual Systems --- 

Direct or indirect evidence 'about the level of 
coding error in individual systems 

industry 
is available from several 

sources, 
number 

such as quality control records, tabulations showing the 
of 

industry, 
units not classified or only partially- classified by 
and special studies to measure selected components of 

:error, Available data are presented in this section in the 
following sequence: errors of nonresponse leading to incomplete 
classification;' response errors, i.e., those occurring j in the 
data collection process; processing errors, i.e., those occurring 
in connection with manual coding or data entry; and general 
information not restricted to specific components of error. 

1. Errors of Nonresponse 

/ There are various, methods of dealing with incomplete 
data for industry classification. The evidence at hand on the 
results of these efforts for different systems is not as complete 
and uniform as 
picture 

might be wished; however, a, reasonably good 
can ~ be‘ had from various sources, mostly published 

(Internal Revenue Service, 1984). 
presentation of available data follows: _ 

An agency-,by-agency 

Census -- The most-significant nonresponse problem for 
the Census Bureau is that connecteA'with-znew or re-activated 
establishments (births). For single-unit enterprises, informa- 
tion about new units. is received primarily from IRS and SSA. 

. 

. 

^ 



Significant proportions oE these units $rc unclassiEied or only 
partially classiEied by four-digit industry, The latter may 
occur ,because the source agency system groups some industries; 
because the information on the source-document is incomplete; OK, 
especially in the cas;e of ‘IRS, because an invalid code has been 
assigned. 

' 
,Before each quinquennial round of economic censuses, 

special efforts are made to ~reduce thq number of unclassified 
units in the SSEL, in order to ensure that units within the scope 
of the economic censuses are included and that those meeting 
criteria for inclusion in the mail portion of the censuses are 
sent: the appropriate types of questionnaires. As a result, the 
number of unclassified units in the SSEL tends to show,a cyclical 
variation,, rising to its highest point between each round of 
economic censuses. 

. 

. 

*For 1979 (two years after the -1977 Economic Censuses), 
approximately 220,000 or 4.2 percent of the active establishments 
in the SSEL were unclassified: however. these establishments 
accounted for only about 0.6'percent Of total employment (Bureau 
of the Census, 1982a). All'of the unclassiried establishments 
were single units. For new establishments in multi-unit 
enterurises, if the information reported in the 
Organization .Survey is 

Company 
not enough to‘ assign an industry 

classification, codes are assigned either by making additional 
contacts or by imputation based on, the pattern of activity for 
other establishments operated by the same company: / 

The published 1977 County Business Patterns (Bureau of 
the Census, 1981) report shows 

completely 
60,613 or 1.4 percent of all 

establishments as unclassified; however, these 
accounted for only about 0.1 percent of total employment. 'The 
corresponding published figures for 1979 were 219,736 establish- 
ments (4.8 percent of the total) accounting for 0.7 percent of 
employment. 

BBA -- According to the description of the dlassifi- 
cation sysm used for the agency's Direct Investment Statistics 
file (prepared for the Industry,Coding Working Group), 'a3.1 units 
are fully classified, since they are required by law to report 
sales distributions. 

BLS -- No quantitative data were available on the-extent 
of incomplete industry classification in the agency's ZS-202 
(Unemployment Insurance 'Employment and Wages Program) Report 
file. According to the systems description prepared for the : 
Industry Coding Working Group, the State Bmployment Security 
Agencies, which are responsible for the industry coding, are .' 
expected to deal with incomplete data as follows: 

"If there is incomplete information to assign 
a SIC code, either a BLS-3023 form (for new 
Accounts) iS sent to the 'employer or the 
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employer contacted by telephone to obtain the 
needed inEormation. In the interim, the 
establishment is put, in an unclassified@9999 
group. 

Change to a specific code is made as soon as possible, usually by 
the next quarter." _ 

FTC -- According to the systems' description for , 
QuarterlyTinancial Report (QFR) industry coding, there. is no 
incomplete. classification. Over 99 percent of the units are 
classified by reference to the source documents or commercial 
lists. The remainder are classified by contacting respondents 

very infrequently, by adopting the industry code on the list * of, 
provided by IRs for use as a sampling frame. 

Parenthetically, it can be observed that industry ' 
classihication errors by IRS could have resulted in coverage I 
errors for the QFR program, since the sampling frame provided by 
IRS include3 only corporations classified in the 4 SIC divisions 
within the scope of the QFR program. This coverage problem is 
likely to be less serious in the future since the QFR program was 
transferred to the Census Bureau late in 1982, and it will be 
possible to use the SSEL as a sampling frame. . 

'IRS -- The extent of incomplete classification in the 
SO1 (sampwbased) files can be determined from publications. 
Table 13 shows relevant data for corporations‘ (1979) and sole ' 
proprietorships (1977). There are very few unclassified returns. 
Partial classification is mor‘e common for sole proprietorships 
than for corporations, especially when it is taken into account 
that the figures for corporations are an overstatement, - as 
explained in the footnote to Table 13. 

The 1979 data for partnerships, in striking 'oontrast to' 
those for ,corporations and sole proprietorships, show that the 
proportion of unclassified and partially classified cases 
combined is somewhat less than- 0.1 percent. --- 

Current data are not available on incomplete classifica- 
tion oE businesses included in the IRS individual and business 
master files. However, in all likelihood the proportions 
.unclassified' and partially classified are considerably higher : 
than' in the SO1 files. It is known, as stated earlier in this 

. part, that for tax year 1969 there'were no valid industry codes i 
in the master file for 20.1 percent of the sole proprietors, and 
that for tax year 1971 there were no valid industry codes for 9.1 
percent of ,the partnerships. These figures include both returns 
that were completely unclassified by industry and those that were 
assigned invalid codes. Codes for "not allocable" within SIC 2 
division are not used in industry coding for the,master files. 
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Table 13. IRS-StatiStics of Income Program. Number of 
Incompletely Classified Returns by Industry Divikion and 

Type of Organization 

Type of organization and ' 
industry classifications 

CORPORATIO??JS (1979) 

Percent of all returns for 
this type of organization 

, . 

Partially classified l/............... 
Manufacturing, misc5llaneous and 

not allocable l/ . . . . . . . . . . . . . . . . . . . 
Wholesale, miscsllaneous and not II 

allocable,l/ .;..................... 
Wholesale aGd retail, 

not allocable...................... 

Unclassified . . . . . . . . . . . ..*............ 

SOLE PROPRIETORSHIPS (1977) 

Partially classified....'. ............. 
Farms, not allocable ................ 
Construction, not allocable ......... 
Manufacturing, not allocable ........ 
Wholesale, not allocable..........:. 
Retail, not allocable ............... 
Wholesale and retail, 

not allocable ................... ..i 

Unclassified . . . . . . . . . . . . . . . . . . . . . . . . . . . 

'1.7 

0.5 

1.1 

0.1 

0.5 

2; 
0.5 

* 
0.4 
0.3 

0.8 

0.3 
* Less than 0.05 percent. 

I.1 The figures for these ~cakegories are overstated, since they 
include some fully classified returns in SIC major groups 39 
(miscellaneous manufacturing industries) and industry groups 
509 (miscellaneous durable goods) 
nondur'able goods)., 

and 519 (miscellaneous 

l 

. 
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Further evidence on the, trend in the proportion of 
unclassified sole proprietors is Eound in an article by Levine 
(1980). The SSA,' as part,of its Continuous work History Sample I 
(CWHS) system, maintains a longitudinal one-percent sample file 
of self-employed workers with data on their earnings. The 
percent of workers unclassified by industry in this file averaged ' 
4.9 from 1960 to 1969.; however, in the following 6 years (1970 to 
1975) it averaged ,14.6, with a high of 21.3 percent in 1975. 
Levine explains this increase as follOws: 

n . ..before 1968 SSA received the schedule SE's, 
from IRS and assembled the, file as a routine 
part of CWHS processing. Subsequent to 1968, 
however, IRS began to transmit the SE data on 
magnetic tape and problem resolution was 
difficult or impossible;" 

By taking advantage of the longitudinal nature of the file for 
imputation, SSA was able to reduce the final percents of 
unclassified cases considerably. 

SSA -- According to the system description prepared for 
the Industry Coding Working Group, about 7.5 percent of the total 
records in the single-unit employer identification, file .as of 
December 1979 were completely unclassified. No data were given 
on the -proportion of partially classified units, nor was a 
separate figure available for active employers.' There was no 
corresponding figure .available -porting units in the multi-' 
unit employer identification file. 

Data from a matching operation following the i963 
Economic Censuses presented earlier in this part (Table 6) showed 
that 279,000 out of 1,958,OOO establishments (14.2 percent) 
included-in the censuses and matched to %A records had not been 
Eully classified, i.e., to the four-digit level, by SSA. 

Finally, data from the CWHS (Bureau Of CCOnOmiC 
Analysis, 
workers 

1976) show that only 1.2 percent‘of the wage hnd salary 
in the one-percent sample were unclassified by industry 

in the final version of the Eile for the first quarter of 1972. 
This suggests that the 7.5 percent of the establishments that 
were unclassified at the end of'1979 were small and/or inactive, 
although some of the difference could be accounted for by a 
larger proportion of unclassified employers among those added to 
the system since 1972. 

2. Response Error 

There have been a few studies 
initially assigned have been checked on 
information obtained from respondents. 
this kin3 may provide estimates of 
variance, or some combination of these 

. 

in which industry codes 
the basis of additional I 
"Reinterview" studies of 

response bias, response 
two components of error. 

All such studies located for use in this report were conducted by 
the Census Bureau. 
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fn 1948, the ,Census Bureau (1951) conducted a "retail 
trade industry code recheck." A sample of 535 retail trade 
establishments .from the monthly survey were reinterviewed after 
an interval 0E ,about two months. Somewhat more detailed 
information was obtained on each establishment's sales by 
merchandise line. In particular, the recheck obtained percent oC 
sales for each of Eour principal merchandise lines, whereas the 
initial interview only called for,, a listing, in order of 
importance, of the three principal merchandise tines. Four-dibi t 
(and in a few industries more detailed) -SIC codes were assigned 
on the basis of recheck data without reference to the original 
questionnaires and codes. ' . - 

Code differences were observed for 98 establishments, 18 
percent of the total included in the recheck. Results of an 
analysis of the reasons for difference are shown in Table 14. 
About two-thirds resulted from differences in the information in 
the original and recheck questionnaires, presumably resulting 
from the more detailed data requirements in the latter. It was 
further stated-that commodity breakdowns wiYh percentages were 
"helpful or necessary for,,proper...coding" in 22 of the 98 cases 
with differences. I 

Table 14. Reasons for 'Industry Code Differences‘BeWeen 
Initial and Recheck Surveys: Retail Trade Surveys, 1948 ' 

, --- 
. Percent of 

Rea.son attributed for difference' No. of total % 
cases differences . 

1. Informational differences................. \ 67 68,. . 

2. Coding differences (same inEormation)..... 25 26 

3. Miscellaneous problems .................... 6 ', 6’ 

Toal......L.....:....: . .. 98 100 

source: Bureau of the Census, 1951. 

The evaluation of industry classification 'in the 
Employer Record Check of the 1960 Population Census (described 

I~ earlier in this section) was carried out by comparing industry I) codes ‘of employed, persons based on information reported in the 
Census with industry codes for their employers. available in SSA 
files. 'A second Employer Record Check was carried out following -I ( the 1970 Census of Population, using a different procedure 
(Bureau of the Census, 1977a). Employers of-the sample of 6,245 
persons included in the study were asked to provide information 
about their establishment's principal activities, products and 
services; _ and industry codes based on this information' were 
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compared with those assigned to the same persons from"information 
reported by or for them in the Population Census. 

Table 15‘ shows the indexes of. inconsistency by "major 
industry" (roughly equivalent to SIC division) from the 1960 and 
1970 Employer Record Checks. Clearly wholesale trade was suhject- 
to l.arge response error in both censuses. As stated in the '1970 
report: 

, 

"This industry has classification problems in - 
two directions. In some cases there, is 
confusion as to, whether the case should be .‘ 
manufacturing or wholesale trade. In other 

-cases the confusion' is between' wholesale and 
retail trade." (Bureau of the Census, 1977a, ~ 
p.4) 

Table 15 also shows that the indexes of inconsistency by 
industry were lower in 1970 than in 1960, Possible' reasons for 
this change are not discussed directly in the Census Bur-eau's 
report, except for a brief statement in the "Highlights" section 
as follows: 

"On the whole, the repor'ting of occupation in 
the 1970 census was no better nor worse than 
the reporting in the 1960 census. There did r / 
agpear to be some improvement in the reporting j 
0E industry." 

The hypothesis of better "reporting" in 1970 does not seem very 
tenable, as the industry ,inquiries in the two censuses* were 
nearly identical, and the collection procedures were similar, 

' although self-enumeration was used somewhat more in 1970. . 
/ I 

More likely, the difference resulted from changes in the 
coding and related processing procedures between 1960 and 1970, 
or from differences in the procedures used inthe record- check 
studies, or both. Detailed information on differences in 
processing procedures in the 1960 and 1970 censuses is not 
available in published form; however, significant changes could 
have occurred in the training of coders; the quality and coverage 
of reference materials, such as company name lists, 'available to 
coders; the eEfectiveness of quality control procedures; and the 
computer edits used to eliminate impossible dr unlikely iridustry 
codes. The basic difEerence in the record check procedures was 
the collection of the source data for industry classification 
directly from employers in 1970, as opposed to the use of SSA 
industry codes in 1960. lt is not possible to say with confi- 
dence which of these methods provides a better\ standard for 
evaluation of industry codes assigned in,the Census; however, 
there are at least two points that would appear to of avor the 1 

1. direct approach: 
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table 15. Indexes of Inronsistcncy for Selected Major Industriee: 1960 and 1970. 

/ \ 

I 1970 1960 

Employer 
klaseification (MC) 

. 

Index. of 
inconsistenc$ 

?!A.IOR INDUSTRY 

L-fotd index.................... 14 
ilining . . . . . . . ..*****....**...... 19 
Consttuction.....,........~..... 9 
Durable goode manufacturing..... ’ 10 
Nondurable goods manufacturing.. 14 . 
Wholesale trade .*.*....*......*. 32 
Retail trade.................... 12 
gusiness and repair services.... 18 

9%percent 
confidence 

interGal for 
index of in- 
cone is tency 

Index of 
inconsistency 

12.1 to 15.7 19 
9.7 to 35.0 (S) 

95-percent 
confidence 

interval for 
index of in- .~ 
consistency 

i- 
L’ r. 
u, 
I 

16.3 to 21.8‘. 
(5) 

5.0 to 13.2 20 -* 13.4 to 29.2 ‘I 
7.7 to 11.9 ‘14 / 10.8 to 17.4 

11;2 to 16.9 17 ’ 13.2 to 20.9 
26.0 to 39.9 51 40.3 to 63.4 

9.7 to 15.0 14 10.7 to 18.1 
11.9 to 26.3 32 ,20.0 to 50.0 

(S) Does not meet publication standards. 

Source : Bureau of the Ceneus, 1977a 
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(1) As discussed earlier in this report, the updating 
of ssa's codes to reElect activity changes.is incomplete and done 
with considerable time lag. Thus the direct approach provides 
more current information for classifying by industry. 

(2) The direct approach includes collection of data on 
each sample person's occupation, which may sometimes be helpful 
in determining ,the correct industry. 

If, in fact, the 1970 recheck codes were more accurate,than those 
used in 1960, the higher indexes of inconsistency observed in 
1960 may have resulted, in part, from errors in the recheck ' 
codes. * 7 

Several evaluation studies conducted in connection with 
the 1977 economic 'censuses provide information.about the quality 
of industry codes obtained by the Census Bureau from 

, administrative record sources (Bailar and Kallek, 1980). These 
studies primarily coverad three types of establishments: 

(1) Those classified on the basis of administrative 
records as being outside the scope qf the economic censuses. , 

(2) Those within scope, but designated as 'nonemployers 
and therefore excluded from the mail portion of the census. For 
the most part, 
tax returns. 

data for' these establishments were obtained from ',, 

(3) Those within scope and having -employment, but with 
employment below designated cutoffs that varied by industry. 
Only a,sample of these establishments was included in the mail 
portion of the census. 

The technique used in each of these studies was to mail economic 
census questionnaires to a, sample of units in the group. The 
returned questionnaires were used to evaluate the accuracy of 
census information, including industry codes, that was normally 
being derived from administrative record sources. 
therefore, 

Indirectly, 
these studies provide information on the quality of 

industry codes in the IRS and SSA systems; however the emphasis 
in the reports of the studies is on the accuracy of economic 
census results, regardless of their source. _ 

A recent report (Sanczaryk and Sullivan, 1980) studies 
active establishments with employees included in the SSEL but 
defined as being out of scope of the economic censuses. The * 
study universe, comprised about 558,000 establishments. Of these 
about 77.percent Mere out of scope because they were classified 
in SIC industries not included in the economic censuses. Most of " 
the remainder were government organizations, and a few 'repre- 

,sented units located abroad or in U.S. territories and 
possessions. A ,sample was selected from this population and s 
copies of the Economic Censuses General Schedule (NC-XI) were ' 
mailed to 5,505 units that were not clearly out of scope. 

. 
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The returns were classified by industry, and it was then 
possible to estimate that &bout 17,200 establishments in the ~ 

, 
study population were actually in the scope of the economic 
censuses. This was 3.1 percent of the esthblishments classified 
as out of scope, and they accounted for 0.4 percent of total 
employees and 0.3 percent of payroll for"this group. If these 
establishments had been included in the censuses,,census totals 
would have been increased by 0.5 percent for number of establish- 
ments and 0.2 percent for number of employees and total payroll. I 

Three other evaluation studies were reported by King and 
Ricketts (1980). The first two were based on mailings of census 
questionnaires to samples of nonemployers and "employers below 
cutoff" classified in the retail trade and service divisions on 
the basis of administrative record sources. The samples were 
approximately 10,000 nonemployers and 103,000 employers. 

Table 16 shows the results Of comnaring SIC classifi- 
cations based on census questionnaires with 'those based on 
administrative records for the same establishments in these two 
studies. The percent of ' agreement was higher for service 
industries than for retail trade in both studies. Agreement 
rates for employers below cutoff were -considerably better than 
for nonemployers. Administrative codes for nonemployers are 
primarily those supplied by IFS, whereas for employers, most of 
the codes come from SSA'or from internal Census Bureau programs. 

Table 16. Carrparisn of SIC codes i3ased on Census Questionnaires 
with those Based on Administrative Records: 1977 Econanic CenSUSeS 

Percent agreement at 2/ 
Type of establishment. 2-digit 341g1t 4-digit 
and SIC division l/ _ level level level , j 

Nonemployers 
Retail trade...;........ 66.8 58.0 . 46.7 NA 
Service................. 79.1 70.0 " NA NA 

Employers below cutoff- 
Retail trade.....,...... 95.8 89.6 85.0 81.3 

, Service . . . . . . . . . . . . . . . . . 97.4 96.1 94.1 94.1 

. 

. 

WA - Not available 
- Division per administrative record code. 
- Weighted tD reflect varying sampling rates used. 

Souroa: King and Ricketts,'lSBO.- 

The third study reported by King and Ricketts'(1980) was 
a study of nonemployers administratively classified in construc- 
tion. Census questionnaires were mailed to 2,610 cases selected 
from this population,. The relevant results from this study, some 
of which are shown in Table 17, are presented somewhat 

, 



I lable 17. Evaluation of Published Statistics for Sonemployers in Contract 
Construction: 1977 Census 

, Number of establishmenta (000) 

Category 
_ 

I 

SIC ) SIC SIC 
Total I5 16. 17 

Pub1 ishcd . . . . . . . . . . . . . . ..l.................... 708 ’ 130 . 24 354 

Chsnpr 
Decreases 

Duplication with employcre . . . . . . . . . . . . . . . 
Heclasrified ae non-construction......... 
Reclassified to other construction....... 

, tncreases 
Reclassified from non-constructlo&/....., 
Reclarrified from other construction..... 

A h) 
-42 9 -. 1 32 ” I 

86 11 4 71 
80 36 16 27 . 

41 14 1 26 - 
80 28 2. 49 

Revired total . . . . . . . . . . . . . . . . . . . . . . . ..*....... 621 ’ 116 ^ 6 ’ 
Net change . . . . . . . . . . . . . . . . ..*................. -M6 -14 -18 

499 ; 
-55 

Percent-change ..;...............,...*.*....... -12 -11 -75 -10 . 
._ 

Note: Detail may not add to total due to rounding. 
11 Understated because only retail trade and service industries provided cases, i 
~IClS- General contractors and operative builders 

‘SIC 16 - General contractors other than builders 
SIC 17 - Special ttade contractors 
Source:- King and Ricketts (1980) 

/ 

_- 

:, 1 ‘* ,. 

_ ’ 
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differently;, they show the net'effects of ClassiEication changes 
on the totals by major industry. Overall, there was a net 
reduction 0E 12 percent in the number of nonemployer e?s tahl.ish- 
ments in construction. About half of this resulted frrlm the 
removal of dupkicate listings from the census li:;ts, but the 
remainder (net) was the result of changes in industry 
classification. . 

Finally, King and Ricketts report on a similar study of 
employers in construction who did not return the census mail 
questionnaires: Data were collected for a sample of this group 
by telephone., The results were analyzed in the same way as those 
from the other construction study. The relative net change in 
total numbe? of employers, including respondents, was minus one 
percent, 
b4 

and the relative net chgnges by major industry, as might 
expected, were than those for 

nonemployers; 
considerably I smaller 

3. Processinq Error 

The systems descriptions prepared for the Industry 
Coding Working Group contained -very little quantitative informa- 
tion on errors occurring 
industry coding. 

in manual and automated stages of 
One exception was 'the IRS Statistics of Income . \ industry coding system for sole proprietorships. Records from 

dependent sample verification of industry' coding for tax year 
1980 showed the following results (unweighted): 

. . 

Type of business 

6Nonfara 
Farm 

Range for 10 ' 1 
Error rate service centers 

0.9% 0.1 to 2.5% 
0.9% 0.0 to 4.9% , 

Systems descriptions for SSA’s single and multi-unit 
industry coding both stated tnat "8udits" 
verification) 

(based on sample r 
conducted by SSA’s Off ice of .Research and 

Statistics' ";,.show approximately a 
assignment of codes." 

97 percent accuracy in 
Since these audits are conducted on cases 

that have already been subjected to "peer review," which is also 
conducted for, a sample of cases (10 percent for the,multi-unit 
system), , it seems likely that the overall outgoing quality, is 
somewhat lower than 97 percent.' 

No data on processing errors were * included in 
systems' description for the BLS!s ES-202 industry coding, 

the 
which 

is done by State offices. Boyes and Brown (1974) report on plans 
for a study of coding reliability based on independent coding of 
a sample of State'produ'ct reports, but there have been no results 
published. 

persons, 
Turning once again to the coding of 'industry for 
there was-a carefully designed study of "coder effects" 

, 
\ 



in the 1960 Census of Population (Bureau of the Census, 1972). 
This study, which was based on a comparison of codes entered on 
the same set of census questionnaires (or copies thereof) by the. I 
original census coders and by other coders, me,asured both the 
simple and correlated components of coder variance. It did not 
provide estimates of biases common to the original and special 
coders. The results showed that both simple and correlated coder 
variances, especially the latter, were quite small in relation to 3 
response variances for the same items, measured in other studies - 
that were' part of the 1960 Census Evaluation Program. Data are 
presented,primarily at the SIC division level. Here may be seen 
a familiar result; the largest indexes of inconsistency are for h 
wholesale trade, closely followed by business and ‘repair 
services. The two-way tabulations show relatively large shifts 

-between wholesale trade and manufacturing, and between wholesale 
and retail trade. 

4. Data on Sources of Codes. 

It seems reasonable to suppose that whei the.industry 
codes in a file come fromseveral sources, their quality may vary 
by source.’ Thus the distribution of industry codes in a file by ,’ 
source could be'considered an indirect indicator of quality. i 

Such information is available fcr single-unit - 
establishments #in the SSEL, and is shown in Table 18 (industry 
codes for multi-unit establishments virtually all come from the 
economic censuses or from current surveys of the Census Bureau). 
The first 7 SIC divisions listed in the table are those which are 
fully or partly included in the economic censuses. The out of 

, scope division includes two groups: first, about 482,000 
establishments in SIC divisions B (mining) through I (services) 
in industries not included in the economic censuses, and second, 
133,000 establishments in agriculture, government, or located 
abroad. 

The industry codes for establishments in columns (1) and 
(2) are based on questionnaires from economic' censuses and 
surveys. Codes from census sources account for 68.5 percent of 
the in scope establishments and 53.7 percent ‘of the classified 
out of scope establishments. The next largest source is SSA’s 
single unit file, from which birth listings are provided monthly 
to the Census Bureau. Industry codes came from this source for 
26.4 percent of the in scope and 35.6 percent of the out of scope 
establishments. Relatively small proportions came \from the IRS 
master files: 3.2 percent of the in scope and 5.5 percent of the -% 
out of scope establishments. The remaining casess were classified 
by industry on the basis of commercial lists or name coding, 
accounting for 2.0 percent of the in scope and 2.3 percent.of the .: 
out of scope establishments. , 

It would be interesting to see how other characteristics 
such as employment, payroll and receipts, are distributed by 
industry source code. , No direct data are published, but it can 
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Table 18. Single-hit Establishments in the SSEt with Current Year Payroll hy SIC 
Division and Source: 1981 , 

Source oE industry code 

SIC division Econom- Census 
ic cen- Bureau 
suses surveys 

(1) (2) 

IRS SSA ’ 

(3) (4) 

Part A. Estimated number of 

Mining............ - 1,254 
Construction...... 242,666 
Manufacturing..,.. 115,356 
Transportation.. , . 22,223 
Wholeeale......... 199,58tl 
Retail............ 492,657 

Services;......... 700,842 

Out of scope...... 298,644 

Not claaaified~/.. - 

’ Total......... 2,087,230 573,567 142,597 

7,610 
29,706 

108,409 
24,822 
18,275 

195,522 
157,217 

32,006 

1,552 b,884- 
15,804 182,387 
4,655 37,248 
li9S1 26,664 

12,723 38,890 
33,743 266,645 
37,994 , 319,174 
34,175 236,792 

1,134,084- 

EBtabliBhmentB 

458 
6,620 
3,119 

550 
2,130 
4,244 

,2,762. 

8,674 
- 

Zb,SSI 20,614 32,000 320,526 4;347,175 

152 201 
2,959 20,429 

805 953 
200 600 
766, '703 

3,094 2,318 
8,983 4,938 
3,bYi 1,858 

I 
Computer 

I 

Not 
name classi- 

coding fied 
I 

(7) 1 (8) 

320,526 

I 
. 

Total 

I 
24,111 : 

500,571 i i 
270,545 

76,410 

293,075 
998,223 

1,239,910 
blS-,804 
328,526 

A/ Hay include oome caeee that are clrseified out.of mope but have no Bource code, 



Table 18. Single-Unit Establishments in the SSEL with Current Year Payroll by SIC 
Division and Source: 1981 (continued) 

SIC division 

r 
E 
f 
S 

conom- Cenaur 

c cen- Bureau 

UBeB 
current 
rurvtyo 

I 
(1) I (2) 

I5 Source of industry code 

IRS SSA 

Dun 6 Clerical Computer 
Brad- nam& name 

street coding coding 

(3) (4) (5) (6) (7) 

Part B. Percent oE indurtry coder from 
each source, by SIC division 

Mjning .................. 30.1 31.6 6.4 28.6 1.9 0.6 0.8 
Construction ............ 48.5 5.9 3.2 36.4 1.3 6.6 -4.1 
Manufacturing ........... 42.6 40.1 1.7 . 13.8 1.2 . 0.3 0.4 
Traneportation .......... 29.1 32.5 2.6 34.1 0.7 0.3 0.8 . 
Wholesale ............... 68. l- b.2 4.3 20.1 0.7 0.3 0.2 
Retail ................... 49.4 19.6 3.4 26.7 . 0.4 0.3 0.2 
Services ................ 57.2 12.7 3.1 25.7 0.2 0.7 0.4 

Total in scope .......... 52.6 15.9 3.2 26.4 0.6 0.3 . 0.9 

Out of1 scope ............ 48.5 5.2 5.5 31.5 1.4 0.6 0.3 

Total 

100.0 
100.0 
100.0 -. 
100.0 
100.0 , 
100.0 
100.0 

100.0 
.lOO.O 

Source : Bureau of the Cenrur, 1982b. 
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. be observed that the division with the highest proportion of 
codes from’ Census Sureau? Sources -- manufacturing with 82.7 
percent -- has .jn average of 19.6 employees per single-unit 
*s t3bl i shmen t. On the other hand, the division with the l.c>wr::;t 

. prt>por t i&x7 of Census-based codes -- construction with 54.4 
percent -- averages only 6.8 employees per establishment (Census 
Rureau, 1982a). Furthermore, virtually all of,the industry codes 
for establishments in multi-unit enterprises, which accounted in 
1979 for about 54 percent of total employment, are based on 
economic censuses or current Census Bureau surveys. 

, FJO comparable data are available for other systems. The 
two SSA files carry source and date codes for each employer's 
industry classification; but tabulations showing the distribution 
of currently active employers classified by industry source and 
data codes are not available. 
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. CHAPTERVI. 

SELECT&D SOURCE DOCUMENTS ANDINSTRtfCTIONS 

dA- Introduction 

The source 'documents and inStrUCtiOnS in this Chapter are 
included to,'give an idea of the wide variety in the amount and 
kinds of iqEorTati9n obtained by different agencies, and for 
different data systems- :githin agencies, to classify units an? 
assign codes. They do not cover all of the systems reviewed by 
the IndustrG Coding iqorking Group: they were selected purposively 
to illustrate jiFferent levels of detail, 9s well as the 
difference between a documknt designed for self-coding by the 
respondent (T15 Form 1065) and documents designed for. coding by 
the agency. 

For the longer Eorms, dnly those parts directly relevant to 
industry coding ar? shown. Similarly only. those parts of 
respondent instructions’relevant to industry coding are included. 

4 comparative analysis af the level of detail available on 
these E3rms appears in Chapter TII. Seven forms and the 
corresponding instructions, if any, appear 
separate exhibits. 

in this chapter as. _ 
Trl-the sections which follow, each exhibit (1 

through 7) is SrieEly described,: the ,Eorm and the coding system 
or systems Ear which it is used are identified, and a few 
explanatory cemarLs about the 
coding systein are yrovided. 

items used Ear coding and the 
. 

B. Sxhibit 1 (page 99) \ -- 

1. 

2 

3. 

Source-document 

Form 1065, U.S. Partnership Return of$ Income, Tax Year 
1981 \ 

Industry coding systems 

The source document shown is used in the following 
in3ustry coding systems o f the Internal Revenue Service: 

E: 
Revenue processing of partnership returns; 
Statistics of Income (SOI) for partnershps (for a 
samp1.e oE returns) 

Remarks 

Shown are page 1 of t'? 
instructions. 

I e form and'page 12 of the taxpayer 
The latter provides the codes to be used 

by the taxpayers in Item C (Business Code Wumber), on / 
the form. ' 
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. !~or the revenue process,ing industry coding system, the 
coclc entered by the taxpayer in Item O is normall*< 
accepted. For the Statistics of Income industry coding 
sys tzm, past ?racticc has been for coders to use items A 
(Principal Business Activity), 3 (Principal Product or 
Service), and c, name of taxpayer, and other relevant 
items to assign a code which is entered in the margin of 
the form. A partially automated system, asking usaXof ' 
prior year revenue-processing and 'SO1 codes, when 
available, is now used. I 

C. Exhibit 2 (page 101) 

1. source-document' 

Scheddule I (vorm 1040) , profit or (loss) From Business 
:)I: ?rofess’inn (Sole Proprietorship), Tax Year 1381 

2. Industry coding systems 

The source document shown is used in the following 
industry coding,systems of the Internal Revenue Service: 

a. Revenue processing of sole proprietorship returns' 
b 

l ! 

Statistics of Income for sole proprietorships (for 
a sample of returns) 

3. Remarks 

Shown are pago 1 of the form and the paragraph covering 
Item A, Main Business Activity and Product, from pag6 27 
of the taxpayer instructions. 

For the revenue processing industry coding system, a 
code base*3 primarily on Item A is entered on the return 
by a coder. For returns in the Statistics of Income 
sample, past Practice has been, to enter a separate code 
on the,teturn, making full u,se of all relevant informa- 
tion available. The present coding system for SO1 sole 
proprietorships is partially automated, making use of 
revenue processing industry codes when available. 

D. Exhibit 4 (paqe 103) 

1. Source document‘ 

Form ss-4, Application for Employer Identification : 
:;lumber (Revised 9-82) 

2. Industry coding system ' t ~ 

The source document shown is used in the Single Unit 
Employer Identification (~1) Number System'of- the Social 
Security Administration. ' 
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3. Remarks ,,' 

Shown are the full form and the instructidn to 
applicsnts. Several items are used for industry coding 
(SPC text). Although this is an 'Internal Revenue 
Service Form, the industry coding is done by the Social 
Security Administration. # 

Exhibit 4-(page 106) i 

1. Source document, 

Form CB-5502, 1982 Census of Retail Trade: Tires, 
Batteries, Parts, Accessories 

2, Industry coding'system 

This focm is used by the Census Bureau as a source 
document for coding industry in their economic censuses. 

3 Remarks- 

This is one'of a large number of specialized forms that 
was used in the mail portion of the 1982 Economic 
Censuses. As explained in the text, many of the items , 
in the questionnaire are used in the largely automated 
industry coding process. The *key item is Ttem 1X-- 
Herchandise Lines. 

Exhibit 5 (page 108) 

1. Source document 

Form BLS 3023-A7 (Revised December 1982); Industry . Claasi&ication Statement: Wholesale Trade 

2, Industry ' coding system 

This source document is used by the Rureau‘of Labor 
Statistics (BLS) fDr their Smployment and Wages (~~-202) 
System 

3; Remarks 

The complete 'form is shown. ,This is one of several 
versions tailored to particular SIC divisions; this one 
is for wholesale trade, The form is used for updatinq 
classiEication inEoraation for employers already in the 
system. This is now being done every three years for 
most employers. In addition, it may be used as a means 
for obtaining additional information ,on new employer 
accounts. 



G. Exhibit 6 (page 110) . -a 

11 Source document 

FTC Form 59-18.3 (reViSed~ 89-79); flatUre Of Busin,ess. 
Report 

2. Industry coding system‘ I * 

The source document shown is used Ear the Quarterly 
Financial Report (CIFR) Program. Responsibility for the * 
QFR was tranSf-. erred to the Census Bureau in late 1982. 

3. Remarks 

Only the first page Of the form is Shown. The second 
page covers the corporate structure and organization 
(parents, subsidiaries, changes, etc.) of 'the 'unit 
responding. The form is used both for' new corporations 
entering the'sample and for updating the classification 
of units remaining on the sample Ear more than two 
years. This version is used for corporations in ' 
manufacturing; a second version is used Ear the other, 
.SIC divisions included in the program. 

a. Exhibit2 (page 112) 
' 

1. Source-document 

REA Form BE-12, Benchmark Survey of Foreign 'Direct 
Investment in the U.S., 1980. 

2. Industry coding system 

The source document shown is used by 'the Bureau ‘of ' 
Economic Analysis (SEA) for their Foreign Direct 
Investment System. 

3. Remarks , 
Shown is page 3 of a form used in d baseline survey, 
conducted at approximately 5-year intervals to collect 
data for U.S. affiliates of foreign persons (firms or 
governments). This part of the form is used to'deter- 
mine the overall industry ClassiIication for the unit .’ 
responding. Vote that respondents are asked to enter an 
industry code for each 3-Aigi't idustry accounting for . 
significant sales or revenues. 



-99- EXHIBIT 1 

1065 \ U.S. partnership Return of Income Dy’io lyMM 
rorm ru tthdm par 1911. .I hwl or, 
~-.meW .I t** lr*wm ’ W’““.“# ” IWI. en* m*w . . . . .._............ - .._..... . ._...._...............-.--. 
)I,,..,’ tv.r*w srmm 

* * P..-I.,,’ k,.W,, l Cl.VIR “” Ntmt 0 Lnwv* .~~,,IJII,~ 
,a @#*I 12 (If Inslrurll*~~l IRS 

__-. --- ltbcl. 
Nuobtr 8nd street 

--- 

& P,.*c*“I pwuc, w “-a‘( -. 
c ON* Curmnr ,l.“,d 

‘orea Y,, 12 ml 1111~.cl-.~) 
WIY. 

--. -- s phase --- 
-.- -_ 

c tur*..,,;.t. rUmbet tu pm( ctly or tan. Smut. 8nd ZIP cob0 r I mt*’ *ml ,**.1, *.sm s 
,.,r II 4 l~,,rutla.“al 

ma* 1. ha 1 I C.l”l. ,, 

(* tYP.- & s 
l 

C CIw~i‘~~~~ttmi Of zk~vun(my (1) u CasrI (21 LJ Accrual (3) u Olntr (atlactl crplanatdon) 
_.- em-- - _ 

k’ Ch;~h~ppllCable bores (1) Ll f lnal retUrn (2) L! Chrnge en address. 
--_- 
IMPORTANT--I~II UI.~II tpphctbk hnrs and xhtduks. If lou md *Ott act. xt Page 2 of the Instructmns her any lttms )p~ully shalt 

tt,t Dtent,, t,, fchtd& n 1,~ 17, and not an the numbtrtd hmr on thtS DIgt or in Srhtduks A through I 

la ~~~~ rtcc,ptr or stle~ f .._., .., . ..--......- lb Minus returns Jnd JbwJnCeS t -----.- .----.- - . . . . . . BJhcc b lc 

2 cost of goods sold and/or operations Whedule A. lrne 34). - - - - l l - - - . . - 2 

3 Gross profit (s.Mract he 2 from hnc h) . . . - - - - - - l - - - - - . . A 

4 OrdlnJv Income (loss) from other partnerships and flducIJrM (attach Statement) . . . . * 
5 Nonquahfymg dwidends. . . . - - - l - - - - I ; - - - - - - - - - . 3 

_ 8 

6 Nonqurhfylng interest . . . . . l . - - - - - - - .- - - - . - - - . 6 

E 7 Net tncome (loss) from rents (Schedule H. line 2). . . - . - - l - - . - . . . 7 
- 8 Net mcomc (loss) from royaltter (attach schedule) . . ., . . . . . . . . . . . i 

9 Net farm proflt (loss) (attach Schedule F (Fotm 1040)) . . . . - . . . . . . . . . 0 
10 Net gain (loss) (Form 4797, lrne fl) . . . . . . . . : . . . . . . . . . . 10- 

11 Other income (attach schedule) . . . . . . . . . . .’ . . . . . . . . . ii 
12 TOTAL Income (loss) (combine lines 3 through 11) . . . . . . . . . . . . . x 

13a SalJrIeS rnd rrge$ (Other 1hJn to pmmn) $ . . . . . . . . . . . . . ..-. . 13b haul pbr credll $ ,. . . . . BJknce b 13c 

14 Guaranteed payments to partners (see page 4 of, Instructtons) . . . . . . . . . . iT 

15 Rent. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 

16 interest (Caut~on~ee page 4 of twstructions) . . . . . . . . ‘. . . . . . . . 16 

17 Taxes . . . . . . . . . . . . . . : . . . . . . . . . . . . . __ 11 

* 18 Bad debts (see page 5 of Instructions) . . . . . . . . . . . . . . . . . . 18 
~ i 19 Repairs. l l - - - . l . l . - - - - l - . - l -, l ,;d;,;cia;m; - , ’ _ -iir 

U 20 Depreclatlon from Form 4562 (attach Form 4562) f . ..-.................-*.............-.... 
2 clalmed in Schedules A and H and elsewhere on return $. . . ..-..r..............-........-....-..... Balance b 20 

’ 21 Amortlzatlon (attach schedule) . . . . . . . . . . . . . . . . . . . . . 21 

22 Deplebon (other than oil and gas, attach schedule-see page 5 of Instruct&) . . . . . 22 

23~ Rettrement plans, etc. (see page 5 of Instructtons) . . . . . . . . . . . . . . 23r 

23b Employee benefit programs (see page 5 of tnstfuctlon~) . . . . . . . . . . . . . z1 23b’ 

24 Other deductions (attach schedule) . . . . . . . ‘. . . . . . . . . . . . 
25 TOTAL deducttons (add Imes 13~ through 24) . . . . . . . . . . . . . . - 25 

26 OrdanJy income (toss) (subtract line 25 from line 12) . . . . ‘. . : . . . . . . 26 

Sche,dule A-COST OF GOODS SQL0 AND/OR OPERATIONS (See Page 6 of In+trktionr) 

27 Inventory at kgtnnmg of year (of different from ktt year’s ClDsing inwntoy. Wach uplanatlon) . 27 

2&a Purchrrtr $ . .I. . . . . . . . . . .;.. . . . ..^... 2Bb Minus mt of ittms withdrawn for prn#ul uy $ . ..----....-...... BJlJncr b 3 

23 Costoflabor . . . . . . . . . . . . . . . . . . . . . . . . . . . +. 
s 30 Materials and supplies . . . . . ,. . . . . . . l l l l . . . . l . . - - 

31 Other costs (attach schedub) . . . . . . . . . . l . . . _ l . - . l . . ., z 
32 Total(addlincs27through31). . . . . . . II. l . l . l .’ . . . ‘. - . . z 

l 33 lnwntoryatcndofyear. . . . . . . . - . . . . n : l l . . . . l l . - 
34 Cost of goods sold (subtract line 33 from tine 32). Enter here and On ltne 2. above. . . . . . 34 

““et, #nn,l,,., .I C,,“Q 1 OWLI,. ,)Yt I Mm wnlao4 mr WtYrn. lrrlueln# •um~w*# wloeu~a l ad sn?ml)*(ln. Ma 8. ti ha l l (II WWF old I 
Please n b efl*. --t. ud &WIO. otmtbtt t4 ~rtnr ww mtt ttumtd *I ttw I tu w”y~ d -lcL wem - w hmtulr 



Codes for PhciDal Business ActMy and Principal Product & S&vice 

TntcUy l d nrmhmJ.ry: 
4210 twcblna. kul .nd u 

41 I Gtocry 8-s. 
420 M..l ana tab m.rkt. - 

hrcrcr plwtsmncrs. 
431 ~rwt blOI.S .nd w.9.mw. 

rn.fhU. 
44 1 hnay. l d conlccthu~ nut. 

S(l.L 
45 1 hwy p?oducta stmu 
460 R.Ud b.k.rl.r. 
490 0ln.r boa stms. 
ukmmuw d.8l.n Dad wwia 
an-*: 

end a.m*ri: ..c”~tly .“a 
mmmmd~h l uhenpms: and 

I l iihea -II-L 
LOJ .umm: 
4 11 Inwnnem l ~mnb. brokmr8. 

t 
e~ctot arwbomrs) ~0 
l .W. of b.lIolr9r 

520 1.m.m of f..I puporty 
ovwr than bullamgb. 

53 1 R..l .*t.t. . ..nts. mobr&. 
and nun.o.rb. 

746 Inwstmont eJubs. ’ 
747 Common trust lundr . 
7U 0lh.r h.l&ng .nd 

twutwwnt rap.nkk 

mmlc l bd l ulm kdpl.9 9t.m 
D12 WMmls. 

7021 ew;q end hratng 

7032 bart~no .nd r.u..uoru~ 

1633 WEH~h. mnd rrm. ,lU, 
7041 or9.“u.lmn.l h.l.IS .M 

l0001n@ hOuws on. 
m.mbDMlo bmur . 

7215 

7219 

7221 

Ef 
7251 

7261 

7290 

rnd 

,8nd 
I 

‘392 t 
rarrrmg ..,“,WL 
.n.Qmn.nt. con*“lltnp. 

and publr nlotmn~ 

Lmuwmmt &d veerma- 
Yrvam.: 
7920 Prmduccrr. orch..W~. .nd 

rn1.rl.m.rS. 
7932 BLIlwa ana pod 

88uolrmm”ls. 
1933 Boding .IICYl 
7941 P?af.~u.nd 8povt. club. 

.?I” pronun.n. 
?946 bamn. tnciuamo woch 

OCW.60” 

c 
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SCHEDULE C Profit or-.(Loss) From Business or Profession ~0 ho IYWI 
(Form 1040) (Sole Proprietorship) 
oe#vam*al l t tn* 1rwwI Partnerships, Joint Ventures, etc., Must File Form 1065. ,I881 
ImLwwl brrnu* Swwce ,p b Amch to Form 1040 or Form 1041. b Sa lnrtructions for Schedule C (Form 1040). 08 ’ 

hwnc 01 propr~rlor 
I 

bud ww”fr wmbw ol pkpe 

A Main bullness acttw~y (we InstruCtlOnS) k : product & 
.-- __ .- - 

B Busmess name b 
------- - . _ _. 

C Emplow dm~hcatton numhr . * -.-- - 
D Busmrbs address (nun&r and SlrCCtJ b : : . . .._.......................................~..............~... 

3 City, State end ?lP-w?-lp ’ 1 I 
-.- ‘I!,dI. 
L Accountmp &hod. (1) 0 Cesh (2, 0 Accrual (3) i-J other (rD=W b --------------------...........................,._ _ 

F Method(s) used to value closing inVentOW ” 1 
(1) E Cost (2) 0 Lower of cost or mehet (3) 0 Other (if other. l ttach explanrtton) Yes . H 

G Was there eny major change in dctcrmikmg quantlt~eS, COStS. Or VebJJtlOnS between Opening Jnd ClOSlng Inventory? . . I -7 
If “Yes.” ettach cxplenet~on. 

H Dtdyoudeductex~nsesforanoffCein~urhome?. - - - - . - l - - - . . . . . . . . ‘. . 
&f:,: ’ g2 

I 

1 l Gross receipts or sales . . . . . . . . l l l 

b Returns and allowances . . . . . . . . - . l 

t Balance (subtract line lb from line le) . . . . . l l l l l l l l ; . . . Ic I 
m ---_-...-.--_...___.. .-. 

2 Cost of goods sold end/or omrettons (Schedule Gl, line 8) . . . ‘a . . l : . . . 2 

3 Gross proflt (subtrect lmt 2 @m line lc) . : .’ . . . . . . . . . . . . . . 3 
I 

m ----w-w- . ..I . . . 
4 a Wmdfell Proflt lox Credit or Refund recoved in 1981 (see Inetrudions) . . . . . . . Ir 

b Other mcome (attach schedule) . . . . . . . . . . . . . . ,. . ’ . . . L - 

5 Total tncome (add lmes 3.4a. and 4b) . . . . . . . . ~. . . . . . .j . . . b 6 

m Deductions 

6 Adveflmnp . . . . . . . l .-...........-_I..--..----. 

7 Amortlretlon . . . . . . . . ..-....._....__.........-. 
8 Bed debts from sales or services . ..-._I----_-.--__-._--..... 
S Bankservice charges. ., . . . . ..--_.11.--__-.-.-._-----. 

10 Car end truck l xpeneee . . . . _I--_*_.__..__.-..-.---. 
11 Commtes8ons . . . . . . . -~~-.~~-~----~-~I 
12 Depietlon . . . . . ., . . ---~I~~~~.-.-.-- 
13 Depreciet~on (see Inrtructione) . ..~.~.--~-~w.--.---- 
14 Dues hd publ~utlone . . ,. . _--._ ’ I- 
15 Employee benefit progame . . .~--.~....-..C.~~~.. 
16 Frelpht (not Incluosd en Schtdulr Cl) . ..-.I--- 
I7 Insurence . . . . . . . . .1.-----.m 
1B Interest on busink lndebtednees _______I_ 
19 Lou& rnd cluning . . . . . . ..i 
20 Legal end profesrional l enrlcee . -s--v- 
21 Dfhce s&plies end pO+e .’ . . ~-.~~-~--.-1-.- 
p Pension end profit-rhertng pienS . -.~~~~~~~-..s----..--. 
23 Rent on busmess PrODeW . . . _--. - -11-e.. 
24 Repatn . . . . . . . . . .-I**-..----- 
25 Supphcs (not tncludrd em Schsduk Cl) . w----wm.--.*-.- 
26 Taxes (do not mclude WIndfOIl 

Proflt fex. see Iine’30) . . . . -I.~~~~.~~..-~~---- 
27 Travel end ente~mment . . . . . . . . s-.-.----I-----..-. 
23 Uttllttes end telephone ,. . . . 

. 

.-v-w. 2S 0 Weger . ; . ..s- -mm... 

. ..--1 b Jobs credit 

.m..- c WIN credit 

. ..w-. d Total credits 
e-w... l Subtrect Ime 29d from 291 . . _.~-.----. _ 
._- 30 Wtndfell Proflt Tex withheld in 
.- 1981 . . . . . . . . . -s- .ss. 
SW- 31 Other l xpenew (smclfy): 

32 Total deductions (odd emounts in columns for lines 6 through 3lp) . . . . . . . b 

33 Net profct or (loss) (subtract hne 32 from line 5). If l profit. enter on Form 1040, line 11. l nd 
on Schedule SE. PaR II. line 50 (or Form 1041. line 6). If 8 I~Js, go on to line 34 . . . . . 33 

W If ydu have J loss. do you hove l mounts for which you ore not “et nrk” in thn busmess (see Instructions)? . . D Yoe @ 
tf you checked “No.” enter the loss on Form 1010. Itne Il. end on Schedule SE. krt fl. line 5e (or Form 104, lone 6). 

For Paperwork Reduction Act Notlu, eee Form lW0 Inrtmdkns. 



* ItunA . . 

Employer ldentifiutiocr Number 
Yw don’t nnd an ompl0yM Idtntifiution 
number unksa you had 8 Kw 
(H.R. 10) plan or were raquirad to fik l n 
amdovnmf ause, a U&ml, B 
l d f~rurms tax mtum. 

ItwnD 
Butintu Ad&us 
Use your home address only If you actually 
wnducted the business from your home. 
You should show a strut address Instad 
of a box number. 

ItsmE 
Accounting Method 
You must use the cash method on your m 
turn unless you hept account books If pu 
kept such books, you un us8 the ash 
method. 8ccnmI method. or tn SOON cases. 
the completed contract or perceotagc.of 
complrt+on method. The method usa 
must clca* r&act your Income, 

If you want to change your l ccountmg 
mathod (mcludtng the treatment of any 
Hem such 8s mvmntonu or bad debts). you 
must usually fwst get the parmcswon of 
the Commtssroncr of Internal Rcvmuc. FIG 
Form 3115wrthrn thefirst 18Odaysof the 
tu year in whwh you want to mh.t the 
c.hmge. 

If you use the ash wwthod. show all 
@terns of taubk Income actually or con- 
structrvtly rcte~ti dunng the ytor (m 
cash. pmpefty. or secrvwes). Also show 
l fnounts actually paid durmg the year for 
deducflble expenses. Income IS construt- 
tfvtl* rrcetved when il 1s cmchte0 to pur 
accoun: or set l srda for you to use. 

If you use the l arual method. repcwl 
, income when you c8rn it and deduct u- 

pensas when you mcur them. WVM if you 
00 not pay them dunng the tax yur. 

Item F. 

- Valuation Methods 
Your mventoncr ten be valued pi: 
l mm. 
0 cost of rna*ti nlue. whichwwr h 
Iwar. or 
0 8ny other mathad l ppmvad by the 
Commi~smn*r of Internal R-w. 

WfnW, 
Business Use of Your Home 
WIthIn cattam bmits, pu may de&et hrri- 
ness trptnses that apply to 8 p8rt of your 
home o+ of that prrl is excluuvely usad 
on 8 regukr bna 
l . a your prfncigll plaza of buslnar. Or 
b. as 8 place of business used by pur 
prttents. chents. or custancm In maatmg 
or dtahng unth pu in the normal course of 
your treac or bumnun. Q 
e. in connactkm with your trade or busI- 
MIS if rt 1s 8 setssrate structure that is not 
attached to mr hane. 

You may also deduct expenses that l p 
ply to space withtn your home If it is the 
ody fixed loubon of your trade or bwi- 
nus.Thescmumustktmdanat8gulu 

. 

Part 1’ 
lncornli (Ihas 1 thmfgh 5) 
unr lJ &OS Receipts or Sales 
E;M;QI mcqts or uk from y-Jr 

f~~tutmont S&s. If pu use the in- 
ataliment method of reporting sales in- 
-a. pIema attach 8 ~hcdult showmg 
aaprrrtoly for 1981 and VU three ped- x 
tng yufs. grvss nks; Mt Of g0OdS dd: 
eras profit percenlrge of gross profits to 
pws sales: l nounts collected; and gross 
ptoflts on l mwnts WltiOd. 

Une lb Returns and Allowances 
Yw &oulO antor on gnr Ib au& itams 
8s rmturned uks, rabatas. Jnd 8lbwanCas 
lrom me Mies m 

Un.2 
btt of Goods Sold d/or Operations 
CoatdGoodsSotd.Ifyouangr~Inr 
trade or busincu In which the production. 
wrchare. or nle of merchandw WJS an 
lnwmt prcducmg factor. marchandrsa In- 
wntorrts must bc takn into 8cc6unt at 
the begmning and end of ywr tax 
Enter the amount from Schduk &r 
fme 8. 
Cart d Gperatiom (In- Not an 
IncomtProducmg Factor). If the amount 
on lint 2 mcludrs me cost of opemhons. 
wmpl8t8 the l ppropfute lim on SCM- 
uk c-1. 

une4a 
IknK from ompaii Wmdtdl ProntT8x 
Under cartain situations. pu must ramrt 
l inwmo on Ium 48 the amount of my 

- credit or refund of Qnrpatd vnndfall pmfit 
tax yw recmnd In 1-1 for tu yew 1980. 
bati on overwrthhdding or the net 
income limttatton. 

In general. the amount of cm&t or 
mfund yw mdved Is I- to the l stont 
you deducted wmdfrll p&t tax wfthhald 
en 1980 on Schedule C. and mccivwl l br 
knHt lor the Wudaon on pur lm 
tax mum. 

lJne4b Othnhuonm . 
fnelude finance rasarve income. urap 
sales. rrnounts recovered from bad dcb& 
mtorest. and other k~ndr d m~uellanaws 
income from me busirm%Or prdadon. 

Part II - . . . - 

Deductions (UMI6th~fi) 
un.7 &noftization 
Yw'enay mloftiu me cod or pollution- 
control lacilrties. on-the-* tram- 
foclllti~ (for axpend~turts made kfon 
J~uwy 1.1977) and chikkare futlltm 
cwar 8 6Omonth perrod mstad of taking 
the ckptckuon deducbar . . . s- 

yw enmy mmduo the tokmmg owr 8 

panod of U - 60 nmnths. 
a mmounts wd for muwch. l s~erunanh, 
l nd 8 tr8,derm-s w tr8Ot name. - 
a atbin hs Clafh~p wsts pmd a? 
h=urmd 8ttmJuly 29.1980. in tu yman 
atdirq rftarbt date. 

You may m rmortua up to $1 o.ocu 
of qu~hfiad muon 8nd rtforestrtmn 
cats over a84month mnoe. 

You may ADRue rch8b+tctum 
apendvtura kw cwtmn eerthea htuonc 
Urutiuru w a 6Omonts pen& Or 
m un t*hercelerrtrd dewsctatron if 
pxw substa~ rehabilctatc l CCI ufro~ 
hirtonc struam. 
Rut ~~vstmd.lon psnod !n- 
mt and m gtnerally~unnot be fulty 
daductad tn be year you patO or tncurrad 
them You rmat crprtrlrze and l nrort~zc 
l tbottnts nd Jlowed as a Oeductcon In the 
currant year.Tha rule does not apply to 
krnwncorns kbuung. 

For more r’ormrtuon on l mortuatron, 
daase get Mrwbon 535. Dusutcrs 
Expenses ad Oparating Lossas. 

Une8 m 
Bad Debts from Sales or Services , 
Include de&and partial debts arming 
from sales QI sannces that were mcluded 
in income l ral are defrnttely known to be 
worthless. b&cad of this. yw may deduct 
8 reasonebfermount that was J&led 
dunnp the tu par to J bad debt reserve. 

frywlJhwlkdJdelYtmJtyw* 
ducted IS l WI debt. Include it as income 
In the year pu collect It unlco yw UIC 
thtbddt#- method. For more 
informatron pIuse gat Pubkation 548. 
Odwbon k 8ad O&b. 

Una 10 Car rnd Tmck Expenses 
You can dwbcl the actual cost of 
runnmg your car or truck. or the the 
fraed mileage rate. You must use actual 
costs tf you ue more than OM car or 
truck in your bus8ntss. If you deduct 
atual cost. show deprecration on lme 13. 

The had rate IS fcgured at 20 cents 
l mile for th fwst 15.WO m&s Jnd 
11 cants for each milt over lS.ooO. MO 
to thts l mosau your parting fm 8nd 
tOllI. 

Far cars rd trucks that have brrn*fuOfy 
dapfacuted. tha rUt is 11 cents l mtle. 
Nota: It you #set 8 ut or truck tn 
senvce 8ft a hcember 31.1980. l d 
take the had mttoage rate. you are 
tmmtce 8s havmg dtcttd to tdude thrr 
wh~clr from ACRS. 

For more oatacts. get l ubltcation w. 
.Travel, Entsrtamment, and Glh tspensas. 

lJne22 hpletim , . * 
Entar yaw total daductlon for de~l&f! 

&I thts line. ff you claim 8 deductton for 
Umber dcpluam. pk8re attach Form 1. 

the l3 Depreciation 
2 

You can dwdct 8 rwsonrble l tlowaruo 
for the ahustion. weormd tear. and 
obsokscana of property used in 8 trade 
or busmess, or pmpwty hatd for the 
paductmn d Incorn. The l llowonee doa 
not apply to stock In trade. lnventorks. 
land. and parsonal l ssats. 

GeneraBy. pu MUST use the 
&c&ratad Cost Raccw~ System (ACRS) 
for all l ssats you place in sewct after 
Duambw 3L 1980. 

*  .  

Page 27 ” . 



1 Application for Employer ldenlilication Numbsr 1 

8 Addrrno of ptlnclprl plrcr of burlnoar (Numbor and rtcool) 
/ 

Y Mollhq oddross. 1 dlllomnl _~ 

0 cay. s1o10, l nd Zl? cod0 9 County of prlnclpal burlnrur l&rllon 

I 
10 Ty~a of o~onlrrtlor Cl Indivlduol 0 Truml 

’ 0 Covommrntrl 
0 l wlnrfrhlp II bolr you l cqultod oe 8tocl.d lhlr 

O Nonproll otSantrrtaacr 0 ~ocpwmt~m 
0 Other (mpocifyj bualnrmr We.. doy. yoor) 

12 Reason for rpplylryl IS rlrrl dmtr you pold or Will poy raS4n 
Shied now l 

t 0 bumlnoms 0 
Purchrrod 
#oln# bu*mrmB 0 fg&, 

101 lhlr burlnorr (MO.. dry. yrrc) 

. 14 Nrtuto of ptlnclp~l burlnrrr rcllvliy (Soo InntwcIlanr on poea 4.) IS 00 you opomlr more than OM plrcr 
of burlnmma? fl No 

orpoclod In nom1 I2 monlhr 
(II nonr. l nlor “03 W 

Houarhold ~ II If nrlufo ol bumlnrr~ la mrnulrctur. 
lW. WI0 PflnClP~l product l nd vow 
mrtorlrl wed. 

II To whom do you ull moat of yow gmductm or ronlrom? 
Burinoms 

0 l ml~blirhmmla (whoteartr) 0 ~1:~‘~rmtrlll 
Olhor 

0 Iaprclly) I 
18 Hour you l vw rppliod Ior on Idenlllicrtion number lot lhlr - 

or any othor burln~mrf 17 tom n No I 

I 
LI 

s 
I 



General Instructions 
Paperwork Raduttlon Act NotIce.-We 

ssk for this information to carry out the In. 
tcrnal Revenue laws of the Umted States. 
We need it to cnsu~e that you are comply 
ing with these laws. You ore required to 
give us this information. 

Purpose .-Use this form to apply for an 
employer idcntihcation number MN). Re. 
turn both parts of this form to the lnicrnel 
Revenue Service. You will receive your EtN 

’ ’ 
in the mall. 

Who must RIO.-You must ftle this form 
if you have not obtained en EIN before and: 

(a) You pay wages to one or more cm. 
ployees: or 

(b) You are reautred to have an LIN 
to use on any return, statement, or 
other document. even if you are not 
an employer. 

I 
Trusts, estates, corporations, partner. 

ships, or nonproht organizations (churches, 
clubs, etc.) must use ElNs even if they 
have no employees. 

Individuals who f~le Schedules C or F 
(Form 1040) must use ElNs II they are 
required to file crclso. employment, or 
alcohol, tobacco, or firearms returns. 

File only qne Form Ss4, regardless of 
the number of businesses operaled or the 
number of trade names a business op. 
errtes under. However, each corporalion of 
an affiliated group must file a separate 
rpplication. 

If you have become the new owner of 
~ an existing business, you cannot use Ihe 

EIN of the old owner. If you already have 

Page 2 

an EIN. use that number. If you do not 
have an EIN, apply for one on this form. 

If you have incorporated a sole p~opr~. 
ctorship or formed a partnership, you must 
get a new EIN for the corporatlon or part. 
nership. 

If you do not have a number by the tmie 
a return is due. wrde “Applied for” and the 
date you applied in the space shown for 
the number. If you-do not have a number 
by the time a IaI deposit is due, send your 
payment to the Internal Revenue Service 
Center where you hle your relurns. Make 
it payable to IRS and show on it your name 
(as shown on Form SS-4) address, fund 
of tar. period covered, and date you ap. 
olied for an EIN. 

For more information about EINs. see 
Publication 583, Informalron for Rus~ness 
Taxpayers. 

When to file 
time for us to 

.-File early enough to allow 
races8 Form SS+ and send 

you an EIN be ore you need the number for P 
a return or deposit. (If possible, fde 4 
weeks before you will need the number.) 
See “Where to file” on page 4. 

Specilic )nrtruct)ons 
Most lines on this form are self.erplana. 

tory, The instructions that follow are for 
those lines that may not be. 

liner 1, 2, 4, and 5. 
Sole proprietors.-Gn line 1, enter your 

tirst name, middle Initial, and last name. 
On line 2. enter your racist security num. 
ber and, If you have a trade name for burl. 
nesr purposes, enter it on line 4. 

Partnershios- On line 1. enter the legal 
name of theL partnership-as it appears 
in the partnership agreement. On hne 4. 
enter the trade name, if any, and on hne 5, 
enter the lust name, middle initial. and 
last name of a general partner. A general 
partner should sign this form. 

Corporahons.- On line 1. enter the core 
aorate name as set forth in the coroora. 
iIon% charter or other legal document cre. 
sting it. On line 4. enter the trade name, . -. 
if any, and on line 5. enter the lust name, 
middle initial. and last name of a prmci- 
pal officer. A principal officer should sign 
this torm. 

Trusts .-On line 1. enter the name of I 
the trust. On line 4, enltr the name ot the (-r 
trustee and on lute 5, enter the first name, 0 

middle initial, and last name of the grantor. - 4 
The trustee should sign this form. (See I 
tht Instruction tor line 11.) 

Estates of a decedent, insolvent, elc.- 
On line I, enter the name of the estate On 
line 4, enter the first namt. mlddlt imtcal. 
and last name of the administrator or other 
fiduciary. The administrator or other Iidu. 
ciarv should sign lhls form. (See the tn. 
struition tar Iin; 11.) - 

lfns 3 .--If you have not yet estab- 
lished an accounting year, write “not es. 
tablished” on line 3 and notify your IRS 
Service Center when you tstabhrh an ac. 
counting year. (Et sure to Include your 
employer identification number when you 
write.), 

(Conttnued on page 4) 
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Uno lO.-fhta tbs following before you 
check: 

GovcrnmcnIaf.--this box Is for an or. 
gankation thnt is a State, counly. school 
district, munkipabty, etc., or one that is 
related to such entities. such as a county 
hospital or city library. 

tfonprokt organiralion (other lhdn gov- 
cmmentdt) .--This box Is for rehgious. 
charitable. rcientifrc. hlcrary, l ducatronal. 
humane, or fraternal, etc., organiratrons. 
Generally. a nonproht organirahon must 

_ apply to IRS for an exemptcon from Federal 
income la#. Delailr on how to apply are 
tn IRS Publ~cal~on 551. Tdx Lxempt Status 
fort;;~r,~rganiralcon. 

.-For trusts. enter the date the 
trust was IcgdWv created. 

For eslates, enter the date of death of 
the decedent whose name rppedrs on 
tine 1. 

Unr Il.-Describe. the principal busi. 
nor engaged in. See the examples that 
follow. 

(a) Governmental-State the 1ype of 
governmental organization (whether it is 
a State, county, school district, munici- 
pabty. etc.) of its rslatlonship to such en. 
tlties (for example, a county hospital. city 
library, etc.). 

(b) fVonprofd (other Ihan governmen. 
tdlJ.-State whether It is organized for 
religious, chmtrbfe; rcirntlflc, literary, 
educational, or humone purposes, end 
strtr the prtmcloal scttvity (for txrmple. 
religious or 

r 
&a&#!-hospital; charit& 

MO 01#8nirel rb-turme for the aged; etc.). 

Pa&e 4 

kc) MnIing and quarrying.-Slats the 
process and the principal product (lor ex. 
rmpte. mmmg brluminous ‘coal! contrdct 
&$ng for 04 quarrying dmiensron stone, 

id) Contrdct construction.-Stale 
whelher it Is general contrachng or spcctal 
trsdr,contraclmg. rnd show Ihe 1ype 01 
work normally performed (Ior example. 
genCra1 contractor Ior resulrnltrI buddtngr. 
elee1ncal subconIrrcIor. tk ). 

fe) frrdr -Sufe Ihe Ivoc of safe and 
the principal line 01 goods Sold tlor exam. 
ok, whOk¶dtr dairy pro&jcts. mdnufdc* 
IurCr’s reoresenlaIcve for mcotng machrn 
l fy, rclacl hdrdwdte. etc.) 

(I) ManufrcIur~ng -Slate Ihe type 01 
l sIablcshmenI oprrdted (for example. saw. 
mill. vegetable crnnety. l le.). On Ime I7 
state the prmcrpal product manufactured 
and the raw matercal used. 

fg) Olher rchvrhes -Slate the exact 
type of business operated (lor erample, ad- 
vertrsing agency, Iarm, labor union. real 
esldlc agency, steam laundry, rental of 
coin operated vending maclunes, invest- 
ment club, etc.). 

Where to fIlr.- 
II ~0s~ 

rr 
flnclprl burl. 

noa*, 0 ICO Of rgnnc 
0, lrgnl romldmco n tnn rnh Ih. I 

.th# enso 01 rn hdlvld. Intrmnl Rwrnur 
url, I8 Ioc~lrd In: Snnlcn CIntrf oh 

HoIlrvlllr. Nv OoIt 

Andovnr. MA OSStl 

AlrtlWW. rloc#dr. 
(;roqm MI~SIS*IDD~. Menlo. OA 3llOI 
south Cn*o~lnn 
-_- - -- 
Yah*ean. Ohm Clnclnnrtl. OH 4s999 
---_- - 
AI~D~SJ& NJ~WN. 
LoulslJnn. Hnr Mm: 
ICO. Ohfahomn, lnmna 

Aurlln, 1X 73H)I 

Alarha. Aruonr. Cot. 
orrdo Idaho. Mann,. 
aoln. konlnna. Ne- 
b#arLa. NWJ~D. tJor(h‘ 
O~holr. Orr~on. South 

, Ogden. Ur 04201 

Onbotr. Ulrh. Warh- 
tnaten, Wyomln~ 

Illinolr. Iowa. 
Missouri. Wlaconrln Kanrrr &I,. MO 64999 

C#liIotni~, Hwv0ll rrrrno. CA 93sam: 

lndlnnr. KcnhIch 
? - Noflh CarolInn. rn. 

nose.. Vll~lnl& UamphIB. TN 31301 
we,! ViI~hlB 

If you have no legal residence, principal 
oIacc al business, or, principal oflice or 
agency in any Internal Revenue district, file 
vour return wtth the Internal Revenue serv. 
Icr Center, Philadelphia, PA 19255. 

Please sign and date this application. 
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NATURE OF BUSINESS REPORT 

IMPORTANI‘: You ue l dvieed that unlor thiJ report iJ fii rithin the 
prescribed time limit b&w. your corporation may be subject to com- 
puhory kgd process (16 U.S.C. 46). lt will be afforded confidential eUtue. 
COMPLETE EACH ITEM I THROUGH 9. Omirrions and inconrixtcrr 
ties will reeult in correvpondencc which is both costly and time coaruming. 
W’ITHIN 7 DAYS, complete and return one copy, to: 

FEDERAL TRADE COMMISSIONSSQ 
DIVISION OF FINANCIAL STATISTICS 

WASHINGTON. D.C. 29569 

Pieosr read rnclostdRules for Consolrdanon before completing this rrporr 
COSSOLIDATE every domerric rorporruon which is owned more then 50 

pcrrenr by your corporation rnd its majorrcy-owned corporrtronr. 
EXCEPT thorc explicitly excluded. 

1. For its Iatctr accounting year ended 
the reportingcompany’s: (Month. day. 1.U) 

I 

a. Total Ltsets were t 

b. TOA gross receipts were s 

(PAcase correct if same or l ddrcu hu chanpd.) +. 

rYxXXrYXXYYXxxYXxrvrxYxYYx~YrY~~ 

uXYXXYxYxxYYYYrXX>YvYYYYY#~xY~*~ I 

~Y~X~X~XXY~YY~vXYkYr~~vYxYvYY~~~ $ 

ux~x~x~xxxYxxx~xYYYxYYxY~xrx~x~~~ 

~~uYxx~YYYYvYY*YXYYtYY~~xxYYYy~v 

XYYXXYYX )IY”XXYYY ‘, XYYXYr- 

1’ ! 
(In all cortrrpondcncc. r&r to number at rqhc of l ddrsl ) 

2 Specify the particular type of operation which most clearly describes the prim&y business l c&ity of this company (for example: 
book publisher. con&actor of women’s house dresses. manufacturer of machine coo1 accerrorier. etc.): 

3. fotd gross receipts reported in ttcm lb above were dcnved from flrrf dl sourcccs. usingaftochmrntras ncce~~y): 

Source of Gross Receipts 

List paducts made. proccsscd. or asscmblrd by th,s company wth 
IIS own facihtlcs (include contract work done for others on their 
mrtcnals): 

a- ---m 

b. --_ 

C. 

d. _ 

c. 

1. 

11s~ products made. ,proccsscd. or rrrcmblcd for this company by 
others (irom materials owned by thiscompany): 
h. 

i 

i 
List products bought and resold without further proceving or 
asscmblrng by thiscompany: 
k .I 

1. - 
List alI oihcr sources of income: 
m. 

n. 

i0TAt CROSS RECEIPTS.. . . . . . . . . . . . 
> 
. -_ 

Estimated 
Percent of 

Gross Receipts 

4% 

k 

% 

% 

+ 

k 

% 

+ 

k 

k 

% 
% 

‘k 
% 

100 k 

Materials Used 

Princtpal raw marerAs urcd in productions 
(indicate form in whach purchased): 

Materials from which products were made: 

c 

xxxxxxxxxxxxxx 

xxxxxxxxxxxxxx 
* 

xx~xxxxxx’xxxxx 

xxxxxxxxxxxxxx 

xxxxxxxxxxxxxx 

_ . 4. The primxry processes performed by or for this company in making the products listed on lines 3(a) through 3(i) above WWC: 



The re$h to itrmt 5 through 8 rbould reflect the PRESENT t~ltttt of yout cotnpsny u of ~m4u’O4bUJ ’ 

15. The nponing comjrmy 
a-v-- * 

b a corporadon clwtcrcd on &I 
@@@J - UUUJ 

hu beea oprrattd without chmgc in itr corporate structure. 

WLI org&xcd w a compktely OLW bu&nru. 
without rcincorporrting, chrngtd itr corporate title on fmm 

CDmUJ wormr 8orporan UO., 

had l majority of itr stock acquired on 
. mu1 

bY 
OJ~* ud ~DIIIU eddrw or PUZ~ *orP-V) 

w fomrd u l NCCCSNI on to 
<hUJ uru sod a addmu of ~ourlv l xUUn# boa&mar) ’ 

rold its uuta on to’ 
l&w.J (wuw Dad mabaa ddrr of m-w rompurvJ 

wu merged on into 
mm1 &mm9 aDd vphl add-m of 8oouauLy COrn~~J 

dtcontinucd buxincrr on 
tmWJ 

WY kylly &solved on 
(PlUJ _. 

wu tuuccdcd oh b; 
t-t., mDm* rob mrolry ddru of Y- l 0mpuVI 

pvrde other churpcr &I corporate uructute (rpuifyb 
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Reports Available in the 
Statistical Policy . 

Working Paper Serges 

1. Report on Statistics for Allocation of Funds; GPO Stock 
Number003-OOS-00178-6, price $2.40 

2. Report on Statistical Disclosure and Disclosure-Avoidance 
Techniques: GPO Stock Number 0030005-00177-8, price $2.50 

3.' An Error Profile: Employment as Measured by the Current', 
Population Survey: GPO Stock Numbr 0030005-00182-4, price 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

$2:7S 
- 

Glossary Of Nonsampling Error Terms: An Illustration of a 
Semantic Problem in Statistics (A limited number of copies 
are available from OMB) 

Report on Exact and Statistical Matching Techniques; GPO 
stock Number 003-005-00186-7, price $3.50 

Report on Statistical Uses of Administrative Records; GPO 
Stock Number-0030OOS-00185-9, price $S.OO 

An Interagency‘ Review of Time-Series Revision Policies (A 
limited number of copies are available from OMB) 

Statistical Interagency Agreements (A limited number of 
copies are available from OMB) 

Contra&in9 for Surveys (Available through NTIS Document ~ 
Sales, PB-83-233-148) 

Approaches to Developing Questionnaires (Available through 
NTIS Document Sales, PB-84-105-055); Paperback $16.00; 
microfiche $4.50 

A Review of Industry Coding Systems (Available through OTIS 
Document Sales, PB-84-135-276) 

Copies of these working papers, as indicated, may be ordered from 
the Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 (202-783-3238) or from NTIS Document 
Sales, 5285 Port Royal Road, Springfield, VA 22161 
(703-487-4650). 


